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The over-arching US purpose in East Asia is to U} encourage the 
self-determination of the peoples living there and thus promote economic, 
social, political and cultural pluralism throughout the region; and 
f2j mitigate intense, political, economic subversive or conventional 
military competition, by proxy or directly, between powers hostile to 
the United States and Japan toward the achievement of “hegemony" in the 
region. Such competition will inevitably occur between the Soviet 
Union, the Peoples' Republic of China and Vietnam if the United States 
does not maintain a balanced, mutually supporting political, cultural, 
economic and military presence in the area. Excessive Sino-Soviet 
competition will destroy the possibilities for continued peaceful econo¬ 
mic, social and political development according to the designs of each 
country in the region and quite possibly threaten their national 
integrity as well; (3) avert US-J&paness conflict, especially economic; 
and (4l preserve a meaningful l/S-Japan alliance. 


. Asia and many of the nations therein Will inevitably become more 
important on the global scale and US economic, security and political 
interests there will grow coienensurately. The US should anticipate the 
enhanced role of Asia and pursue a long-term, steady, many-sided program 
of mutual support, development and cultural contacts with the diverse 
peoples and nations of the Asian-Pacific area; by so doing the US might 
help bridge the gaps between the civilizations of the Atlantic and the 
Pacific-basins and thus help prepare the stage for a future in which the 

peoples of both East and West can live f cag« th a r .- W .-.. j .a rroor . y. 
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US POLICY INTERESTS IN THE ASIAN-PACIFIC AREA' 


EXECUTIVE SUMMARY 

This study has sought to develop a new definition of US interests 
in the Asian-Pacific area following the collapse of American efforts 
during 1975 to sustain non-communist regimes in Indochina, ft rationalizes 
a continued US presence in the various subregions of the area with a 
reduced, modified, but not insignificant, military presence. It proposes 
a concept of economic development for Southeast Asia by providing trans¬ 
fers of real resources through the creation of financial consortia for 
given countries involving governments {including OPEC members), inter¬ 
national financial organizations and private banhs, It calls for a major 
campaign to deal with the food-population syndrome in Southeast Asia. 

The study underscores the need for a strong and more creative cultural- 
psychological effort to offset the impression that the US is losing 
interest in that part of the world where its previous policies ended so 
calamitously. 

The study suggests that in the global competition between the United 
States and the Soviet Union, the Asian-Pacific theater could provide the 
US with unique opportunities if we have the wit-ehd the will to seize, 
them. This assertion derives from the benerally poor diplomatic tactics 
of the Soviet Union in Asia, traceable to their frequent clumsy, heavy- 
handed operational style, but more importantly from the Sino-Soviet con¬ 
flict which manifests itself in varying forms throughout Asia. 



Although challenging the US for preeminence, the Soviet Uni 
the pressures of conflict along its western and eastern extremis 
cow is especially concerned about any strategic collusion betwee; 
European NATO allies and the Peoples' Republic of China. The So: 
has therefore attempted to weaken the NATO alliance while si multi 
strengthening its military and diplomatic position throughout As- 
The Soviet naval array in the Mediterranean and Moscow's divisive 
offensives have been complemented in Asia by the Soviet buildup a 
Chinese border and promotion of the Soviet-sponsored Asian securil 
The Sino-Soviet dispute technically centers on a competition 
ideological leadership, but in the last decade has expanded into ; 
political conflict with military overtones. Fearful of a Soviet: 
riposte and apprehensive over a series of Soviet encirclement man: 
Peking has opened diplomatic doors to the US in the hope of offse! 
Soviet pressures. For this reason, too, the Chinese favor a stroj 
Western Europe, The US-USSR-PRC relationship offers the US certal 
vantages because neither the Soviet Union nor the PRC wants the Ur 
States to warm up to its communist rival for fear that a gain for 
will be a loss to the other. In addition, the Soviet Union and Ck 
still remain far behind the United States technologically and econ 
cally, except for impressive Soviet commitments and achievements i : 
tary capabilities. Given such advantages and free of the bitter i 
cal conflict gripping Peking and Moscow, the United States should j 
to maneuver diplomatically more easily with the other powers than ; 
can with each other. 
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The evolving American relationship with Peking is complicated by 
the basic outlook of Chinese foreign policy. Peking has pioneered a new 
conceptual?ration of today's international disorder. The Chinese 
strategy for achieving global ascendancy is based on mobilizing the Third 
World (most of the globe's population, resources and real estate) against 
both the capitalist-imperialist power, the US, and the social-revisionist 
power, the USSR. The Chinese identify themselves with the Third World, 
not as a superpower, and assert that the ultimate conflict is between 
''rural" Asia, Africa and Latin America and “urban" Europe and North America. 
The PRC is continuing to foster the “hardest" revolutionary activity in 
many parts of the world. 

The manner in which the Sino-Scviet conflict has been waged in South 
Asia and in the Indian Ocean-Persian Gulf area may give a clue to its 
future conduct there and in other regions of Asia. The Soviet Union has 
persistently pursued expansionist policies in the region, and the area is 
lining up into two groups: pro-Soviet and pro-Chinese countries. The 
policies which both the Soviet Union and the PRC are likely to pursue in 
the various regions of Asia are almost mirror images. 

The US cannot bring about and sustain a global political environment 
compatible with its open pluralistic socio-economic system unless it main¬ 
tains a useful and cooperative association with many of the nations and 
people of Asia, 




The pursuit of peace and prosperity in Asia, in particular, will 
depend on the depth of US cooperation with Japan, Japan occupies a unique 
category in the hierarchy of nations. It is not a great power in the 
traditional sense, yet its tremendous economic productivity--greater 
than all the countries of East Asia and the Pacific combined—make Japan 
both a source of dynamic influence and object of strategic cultivation. 

The intrinsic importance of the US-Oapanese alliance should be obvious: 
a shift of Japan from the US orbit to either the camp of the Soviet Union 
or to that of the Peoples' Republic of China would alter the Sino-Soviet 
conflict favorably for that side. Furthermore, the security of the 
United States itself would be undermined. 

Significant roles in the unfolding Asian drama will be played at lower 
levels of influence by many other nations- From time to time US officials 
have tended to overlook the intrinsic importance of the lesser powers and 
smaller countries which frequently create the problems which compel 
great power involvement. 

The primary US goal in East Asia is to prevent the domination of 
that region by a single power hostile to the United States. Either the 
Soviet Union, the PRC or both, might try to exploit uncertainty, con¬ 
fusion and instability to achieve an ascendant political influence in the 
region, no matter haw impossible such ascendancy may seem to the United 



A secondary US goal in East Asia, therefore, is to prevent, if 
possible, such intense competition for "hegemony'' {including for example, 
utilization of political and economic interference or insurgency warfare} 
that the stability of non-communist countries would be shattered by the 
process. (A precipitious US withdrawal from one of the regions of the 
East Asia-Pacific area would catalyze excessive Sino-Soviet competition.) 

Unless the Soviet Union gains ascendancy in Asia it cannot win world 
preeminence. Soviet "hegemony" in Asia can be prevented. This would in¬ 
volve: 

1. Maintenance of the US-Japanese alliance as the lynchpin of our 
security system for the Asian-Pacific region. An independent South Korea 
is essential to this goal. 

2. Continuing liaison with the PRC and case-by-case cooperation. 

3. Assuring, if possible, the independence of the ASEAN grouping 
of nations, but, unequivocably, the independence of Indonesia and the 
Philippines within that grouping. 

To sum up the strategic arguments: 

1. The semi-competitive US-USSR-PRC relationship is essential for 
American security; i.e., the survival of our democracy; 

2. The main arena 'where the relationship will be tested lies in 
the Asian-Pacific area, where the future of half the world's population, 
much of the world's resources and important American economic interests 
are at stake; 

3. While both the Soviet Union and the PRC fundamentally oppose 
the United States, their dispute gives strategic advantages which depend 
upon China's remaining independent of Soviet designs; 
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4, Unless the United States can cut an important diplomatic, 
military and economic figure in the region, the Soviets could conceivably 
gain an ascendant position in Asia; 

5, We cannot cut such a figure until we understand correctly that 
detente below the nuclear level is only a tactical relaxation of tensions, 
While more negotiation and less confrontation in every region where the 
superpowers interact is preferable, unless we are prepared to meet signi¬ 
ficant aCversary challenges as forthrightly as the Soviets and Chinese, 

we cannot continue in our role as a superpower. In this context, the 
public positions taken by the President, the Secretary of State and the 
Secretary of Defense to deter any possible North Korean aggression against 
South Korea deserve the fullest support of Congress and the American people. 
We must avoid at all costs giving the appearance of indecision and weakness; 

6. Thus, the future security of the United States, bound up in 
the balance among American, Russian and Chinese competition, may be decided 
by our ability to contain Soviet designs in the Asian-Pacific area. 

Within this framework the following specific regional and country 
policies are proposed: 

Since the Soviet goal of world preeminence requires either 
rapprochement with or neutralisation of the PRC, the US strategy should 
be to spoil Soviet endeavors to bring about either condition. -In the 
strategic realm, as long as the PRC is markedly inferior to the Soviet 
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Union, the classic balance of power rule should apply: assist the weaker, 
in the event of a clearly iirminent Soviet strategic thrust to the PRC, 
the US should infora the Soviets that the.Soviet-American detente would 
be ended if the Soviets actually attacked China. In Asia, the US should 
seek to maintain equilibrium by maintaining a calculated, varying diplo¬ 
matic distance between the two communist powers on a case-by-case, 

. region-by-region basis. 

Recommendations 

The United States should: 

A. Security 

1. Retain indefinitely the US-Japan Mutual Security Treaty with 
modifications in US force deployments in Japan and changes in defense 
burden-sharing occurring primarily in response to Japanese desires rather 
than US pressure. 

2. Maintain a strong forward basing posture utilizing existing 
facilities as long as possible, including 

continued development of Diego Sarcia, 

3. Seek diplomatically to maintain operational accesses to 
facilities in Japan and the Philippines into the indefinite future. 

4. Anticipate during the next decade the denial of usage of 
some facilities located on foreign soil. Plan for augmentation of bases 
in Guam and tbs Marianas from which to project access to the Pacific and 
Indian Ocean littoral utilizing advanced technology including longer 
operating ranges of ships and aircraft with requisite communications. 

..<• '1 jTft-s 



5. Continue to provide military assistance and training to 
allied and friendly countries in the area (particularly the Philippines, 
Indonesia and Thailand} either through iiAP. or Foreign Military Sales, 

6, Do not recognize the PRC and concurrently derecognize the 
ROC in a manner or time frame that could lead both our adversaries and 
our frlends to further doubt our interest in and commitment to retaining 
active and cooperative security, political and economic relations with 
other Asian states. 

8, Economic 

1. Continue to encourage Japan, the ROC and the ROK to take 

a greater interest in the enormous economic development problems of South¬ 
east Asia and to cooperate and coordinate with the US specific assistance 
programs therein, particularly in food production. 

2. Continue assistance to Indonesia, the Philippines and 
Thailand, key countries in the ASSAM grouping, that enables them to develop 
and maintain viable non-communist, pluralistic political and economic systems. 
This “indirect” assistance is the best way for the United States to help 
ASSAM develop into a meaningful political and economic "fact of life" and 

a cohesive indigenous force for stability in Southeast Asia. 

3. Establishment and l-'anaoenisot of Financial Consortia , A 
dominant economic goal in developing Asian countries should be to establish 
a series of financial consortia to provide for smooth, non-discriminatory 
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transfers of real resources to permit more rapid economic development. 
These consortia would consider annually the total resource developmental 
requirements for a given country for a two to three year period. These 
consortia would work out annual agreements with the borrowing countries 
detailing the economic situation, policy measures to be undertaken, major 
development projects, progress in implementation of prior consortia 
agreements, and the level of borrowing for the next year. 

C. Cultural 

Considerably expand American efforts to listen and learn in 
Asia with particular attention given to the study of: (1) how specific 
traditional cultural, political, administrative values and patterns of 
action affect specific development projects; (2) the arts, literature, 
music and religions of Asia; and £ 3 } Asian languages. Without sufficient 
Americans possessing facility in Asian languages, American leaders will 
lack the bridge to an adequate and helpful understanding or an empathy 
for the people of Asia, their hopes and their problems, nor will they be 
able to understand the political and social realities of Asia. 

Encourage Congress to create a special fund to support the 
initiation and expansion of cultural, educational and humanistic studies 
and activities in appropriate American institutions.concerned with Asia. 
Conclusions 

There are a number of obstacles to utilizing our many Asian 
connections to thwart the almost unavoidable Soviet bid for ascendancy 
in Asia. In brief, these are: 




1. The intense differences of opinion on foreign policy issues and 
responsibilities between Congress and the Executive Branch, so that we 
lack a consensus on what our interests and purposes in Asia should be, the 
■ threats to those interests, our capacities and means for meeting the threats 
we face and for carrying out a coherent policy, 

2. The second major obstacle arises from the first. Allies and 
adversaries alike find the foreign policymaking and sustaining process of 
the American polity confusing and unreliable. Other nations lack reason¬ 
able confidence that we know what we are doing or going to do in foreign 
affairs and what, therefore, their policies and actions should be. 

The American people and their leadership must determine soon, 
however, where they are in this present world and where they want to be in 
the future. We cannot afford to leave the Initiative in world affairs to 
our adversaries, Instead of adjusting to realities they create, we roust 
create some realities of our own. Ws require, therefore: 

a. decisive leadership in the Executive Branch, including effec¬ 
tive utilization of all sources of expertise therein; 

b. more responsible, creative rather than obstructive leadership 
in Congress in discussing foreign policy issues; 

c. courage on the part of leaders in all public institutions 
in making decisions that msy be unpopular but nevertheless necessary. 

We should begin to explicitly define a logical, coherent foreign policy 
for East Asia by entering into a dialogue with Congress on this study. 

Exposure to and critique by Congress is, perhaps, the best way to determine 
the merit and viability of the perceptions and suggestions in this study. 
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AS!A AND THE SHIFTING BALANCE OF WORLD POWER* " “ 

I. ASIA IN THE WORLD BALANCE OF POWER 

A global US foreign policy must be anchored both ir. Europe an & in 
Asia. Ir, a global policy the relationship between the United States and 
the Soviet Union will be the single most important driving force of world 
politics during the next decade. The ambiguities of this relationship 
are especially complicated in Asia where the general policies of the super¬ 
powers are modified by the varying influences of the Peoples’ Republic 
of China, Western Europe, Japan and to a lesser degree by other countries 
such as Iran, Vietnam and the two (Coreas. Sino-Seviet antagonism in 
particular creates options and opportunities for the United States as it 
adjusts to the’evolution of power in the Asian-Pacific region. This area 
has not been regarded as a primary source of US-Soviet tension, but 
constricted US prestige following the "Vietnam exodus," expanding Soviet 
regional involvement, increased Chinese capabilities, and the potent 
Japanese economic role in both Asia and the global arena necessitate a 
more critical assessment. 

The collapse of our efforts to prevent conmui 1st domination of Indo¬ 
china highlighted our inability to guide our actions with a set of purposes 
the American people would support. The more purposeful, disciplined and 
sustained campaign of the Vietnamese coffinunist nationalists and their 
Chinese and Russian patrons brought them success. Vietnam is over; the 
need to clearly understand cur changing status and define a creative and 
credible policy for Asia remains. 



ippendix One. 


Throughout most of this century the United States has been a major 
but reluctant participant in and reactor to the transformation of Asia, 
primarily because we underrated the region's significance to our security. 

We were bombed into World War II at Pearl -Harbor with our eyes fixed on 
Nazi Germany. By 1950 the US was concentrating on European recovery through 
the Marshall Plan and MATO. Washington sought disengagement from the Far 
East after the "loss of China” with its attendent acrimonious controversy. 

By “inadvertently" emitting the Korean Peninsula in our defense perimeter 
we “invited" a North Korean invasion which triggered our involvement in the 
Korean War. After the Cuban Missile Crisis and China's announced deter¬ 
mination to support wars of national liberation, the US expanded its involve¬ 
ment in the "War of the Indochina Succession." We proved unable to sustain 
a protracted conflict in a region considered low on the scale of our 
national interests, while consecutive administrations failed to convince the 
American people of Indochina's strategic value. 

In Asia we lack commonly accepted criteria for arguing whether a 
particular event or -development threatens US interests. The American foreign 
policy elite are divided over what the centra! thrust of US foreign polity- 
should be. The new foreign policy "realists" believe that the almost 
axiomatic planning of the "Cold War” is no longer applicable in the age- 
cf detente. The US-Soviet conflict is less important than the emerging 
north-south conflict. Global interdependence is considered to be the 
most significant characteristic of the emerging world order. The more 
traditional concepts of sovereignty, national interests, power politics 
and influence seem passe to many Americans. Yet interdependence and 
power are not mutually exclusive concepts. 




Unfortunately, many American perceptions regarding the nature of the 
international system stand in strong contrast to the informing insights 
of the leaders of the Soviet Union and the Peoples' Republic of China.* 

Their cooperation with the United States, other countries and even with 
each other is tempered by strong emphasis upon economic autarchy, military 
strength and the "correlation of forces” in the conduct of conflict. The 
activities and ideologies of both Moscow and Peking belie the suggestion 
that their policies are compatible with the US hopes for a genuinely 
"cooperative interdependent world order. 

The future of the United States is intertwined with Asia as much as 
-with EufopeT'’ American interests in the Asian-Pacific region derive front '“ 
our status, position and purpose as one of the world's two leading powers. 

The primary American security objective is to ensure that no single country 
or coalition of countries hostile to the United States dominates cast Asia, 
the western Pacific or its approaches. This objective revolves around 
Japan—the country in Asia whose political, economic and territorial inte¬ 
grity and security is vital to the preservation of US security in the Western 

Pacific. _ .. 

finally, the US, SU, Japan and the PRC impinge upon one another in the 

political, military and economic evolution of Asia, presenting the US with 
opportunities to advance our area interests in ways that can contribute ttf 
global equilibrium. 


*This study makes no effort to explore in"detail the dynamics of L'S, 

Soviet or Communist Chinese societies, their government structures, the 
internal pressures and external policy pressures of each of the three vj’TT*' 
actors 'Interacting in Asia. !i doss present, however, the central A> 
thrust of their respective foreign policy coals and the main factors '* 
which guide their actions with respect to each other and the countries’-, 
of the Asian-Pacific Area , 
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A. Intrinsic Characteristics 
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Asia, east of the Urals and the Pacific Basin, together cover 
about one-third of the earth's surface, contain about half of the human 
race with roots in civilizations older than our own. Well over two 


billion people live in the area covered by this study. 

Since the Ural fountains separate European Russia from Siberia, 
the area east and south of these mountains is included in Asia.* The 
territories included in the study comprise many nations and areas differing 
tn size and population, resources, climate and productivity. They range 
from the Tibetan Plateau to the Gobi Desert, from Artie tundra to lush, 
tropical islands and to the vast empty reaches of the Pacific. 

. The regions and nations taken into consideration include: Russian 
Siberia (<,400,000 sq. ari.~a few million people); Russian Central Asia 
(1,566,000 sq. rai.— some 27 million people); the Peoples’ Republic of China 
(3,700,00 sq. mi —830,000,000 people); the Peoples* Republic of Mongolia 
(640,000 sq, rai,—1,420,000 people). 

Northeast Asia, including Japan (143,000 sq. mi.—110,000,000 people), 
South Korea (38,000 sq. mi.—33,000,000 people), North Korea (47,000 sq. mi.— 


16,000,000 people), and the Republic of China on Taiwan (14,000 sq. mi. 


16,000,000 people). 



Visia Mainland, 17,000,000 so.on. Largest continent. The western boundary of 
A.S'fi ^ ts generally consicsred to run southward along the eastern front of the 
oral Mountains, in the Soviet Onion, after which it turns approximately south- 
westward to the northern shore of the Caspian Sea, from where it again runs 
generally scuthwestward to the Ceusasus Mountains, which from the boundary 
until the Slack Sea is reached; from there the Coast of Asia Minor and the 
I'iSdi ..erranean cost or the Levant form Asia's western limits, after which the 
boundary runs south across the Isthmus of Suez ano" alone the coast of the 


nrasi an^reninsu i a. ro tne east the Pacific Ocean including the island arc: 
uapan, iaiwan, P-ii 1 vp;;i nes ar-d Indonesia form Asia’s natural boundary, 
cncvcioaeqla Vi unr're. ' 


Southeast Asia, including Burma (262,000 sq. mi.—30,000,000 people), 
Thailand (198,000 sq. mi ,--A0, 000,000 people), Cambodia (70,000 sq. mi.— 
7,500,000 people), Laos (91,000 sq, mi.—3,300,000 people), Vietnam 
(131 ,000 s. mi .--45,000,000 people), and Malaysia (51 ,000 sq. rr.i.— 

7,900,000 people) on the mainland and in East Malaysia Sabah (29,400 s. mi.— 
769,000 people) and Sarawak (48,300 sq. mi.--1,100,00 people). 

Off the Southeast Asia peninsula are the two archipelagos—the Philippines 
(116,000 sq, mi.--42,000,000 pepple) and Indonesia (736,000 sq. mi.— 
129,000,000 people). In addition, one finds the British Protectorate of 
Brunei (2,300 sq. rr.i .--152,000 people) and Singapore (224 sq. mi,—2,243,000 
people). 

In the South Pacific there is the continents! island of Australia 
(2,970,000 sq. mi. — 13,505,000 people), and neighboring fiew Zealand 
(103,736 sq. ml.-3,094,000 people). 

The two other countries in the area are quite small in territory 
except for Papua, New Guinea (183,540 sq. mi.--2,767.COO people with. 

700 indigenous languages). 

The subtorridntent including India (1,211,000 sq. si.--593,000,000 
people), Pakistan (310,000 sq. mi.—70,450,000 people), Bangladesh 
(55,000 sq. mi.—80,000,000 people), the Himalayan States, including 
Nepal (54,600 sq. mi.--12,425,000 people), Bhutan (18,.000 sq. mi,— 

1,161,000 people), Sikkim (2,800 sq. mi,--223,000 people). 

South Of the subcontinent is Sri Lanka (25,300 sq. mi.—16,540,000 
people). Adjacent to the subcontinent in Southwestern Asia, Afghanistan 
(250,000 sq. mi .-18,930,000 people), and Iran (636,000 sq. mi. -33,000,000 
people). 



There are many anomalies between the regions of Asia with tremendous 
diversity among the countries within them. The sweep of Asia, its 
historical grandeur and tremendous potential as it moves on to obtain 
the accomplishment of the technological, scientific revolution are 
formidable indeed. A comparison of statistics on population and territory 
with those of economic growth reveals wide differences, stretching from 
Japan with its gross national -product of close to $425 billion to many 
countries which do not have a modern economy in any sense of the word. 

For the last three years, two-way trade between the US and East 
Asia and the Pacific Basin exceeded in value the trade conducted between 
the US and the EEC. 

US TRADE WITH EAST ASIA COMPARED TO 

.__ US TRADE WITH THE EEC ADD WORLDWIDE 

(In 5 Millions) 


Percent of 

East Asia_KC_ Total _ Trade with .Asia. 


1974 


45, 

,500,5 

41, 

274.4 

199: 

,478.6 



22.9 

1973 


34, 

,117.6 

32, 

349.8 

140: 

,814.0 



24.2 

1972 


24, 

,726.1 

24, 

389,7 

105 

,230.9 



23.5 

1971 


20, 

.035.6 

21, 

$72.2 

88, 

,692,7 



-22.3 . 

1970 


18, 

677,0 

20, 

519.0 

83, 

,175.6 



22.5 
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__ East Asia; in 1972 the figure was 12?. .. 

8. Major, Intermediate and Minor Actors 

Two key sets if relationships provide the global framework in which 
US policy options toward the Asian-Pacific area can be conceived. One such 
set, concerned primarily with the power factor, involves the United States, 
the Soviet Union and China. A second, mostly political and economic in 
character, consists of the United States, Western Europe and Japan. These 
opposing yet intertwined triangular relationships provide many of the forces 
shaping the structure of the international order. 

The arithmetic or geometric patterns which enjoyed some popularity 
in the parlance of the early !S70s-Tmultipo1arity and pentagonal balance-- 
tended to make policy analysis mechanical. With respect to the nuclear 
strategic balance the world remains largely bipolar. Current notions about 
"detente* also rest substantially upon bipolar concepts about the nature of the 
East-West confrontation. For other purposes however, these concepts are less 
useful even though they provide a shorthand that aids the description of re¬ 
lationships. 

The balance of power that once 'existed in" 19th Century Europe is 
not duplicated in this age of nuclear weapons, intercontinental ballistic 
missiles, OPEC oil cartels and conflicts between fundamentally divergent 
ideological systems. Furthermore, all nations are engaged in the inter¬ 
national system, whether as part of the Third World majority Within the UN 
General Assembly as objects of international charity such as Bangladesh, 
or rich or poor casualties of the 0?EC oil price squeeze. Different 
nations cooperate or compete in different groupings, but there is no 
nation outside the total system which can, by favoring one set of actors 
over another, induce a general harmony or equilibrium over the total 
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conglomeration of nations. Equilibrium, if it exists or can be developed, 
will come from the interplay of forces generated by the individual nations 
comprising the global system. 

Any equi’briur, must take into account the persistent rivalry 
between the two most powerful nations, the United States and the Soviet 
Union. The United States, coming out of the Second World War as clearly 
the leading world power, is now being challenged for preeminance by the 
Soviet Union. In recent years the Peoples 1 Republic of China has contested 
the Soviet Union for leadership of that part of the world controlled by 
cosmunist parties, rearful of a Soviet military riposte, the ??.C has 
opened diplomatic doors to the US so as to minimize risks of Soviet nuclear 
attack. The dynamic, three-sided interaction process is most apparent in 
Asia. 


The SJS-USSR-PRC triangle rests chiefly upon the political- 
economic influences projected by these three potent nations and their 
military forces, all of which vary significantly. Pairs of this triad 
share parallel interests, even though each nation rejects the foreign aims, 
ideology, and social structure of both the others. Such complexity provides 
US foreign policy with a range of opportunities. As long as the Sino-Soviet 
conflict continues, neither the Soviet Union nor the PRC wants the US to . 
•move closer toward its communist rival for fear that a gain for one will 
fce a loss to the other. Both the Soviet Union and China find'satisfactory 
relations with the United States valuable to them for a number of purely 
bilateral reasons. Factors which dynamically affect interactions within 
the tig three triangle are: (1} the expanding drive for influence by ' 

Soviet Union, as reflected in its growing seapowerj (2) the growth of {“ 
trans-ideological economic arrangements; (3) the reduction of US military,_ 
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forces in the Asian-Pacific area; (A) the almost worldwide, intense 
USSR-PPC competition for influence in Asia, the Kiddle East, Europe and 
Africa; and (5} the perceived indifference of the American people in 
sustaining US interests in Asia, 

The United States and the Soviet Union will remain the princi¬ 
pal contenders for influence ip.a militarily bipolar world in addition 
to which only China and NATO count for much. Because of their industrial 
or oil power the -countries of Western Europe, Japan and OPEC play importer, 
roles in today’s multipolar diplomacy in which economic factors have 
become matters of high policy. 

The Soviet Union and China remain behind the United States 
technologically, except for impressive Soviet commitments and achievements 
in military capabilities. Within the global triangle, the US also enjoys 
preponderant economic strength--two to one over the USSR and more than ten 
to one over the PRC. 

Civen such advantages and free of the bitter ideological con¬ 
flict gripping Peking and Moscow, the US Should be able to maneuver 
diplomatically with far greater ease with each of them than the other 
powers can with their rivals performing in the center ring. 

What has the US gained so far from the Sino*Soviet-teerican 
triangle? US "triangular" diplomacy with Moscow and Peking wa's of little 
help in Vietnam. For some time to cose an easing of tensions with the 
PRC in Asia nevertheless could be useful as the US sorts out its future 
role there. 

Not surprisingly, both Moscow'and Peking have gained from this 
triangular relationship. China has introduced uncertainty into the mines 
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of the Kremlin leaders as to whet the US would do in the event of a 
Soviet attach on China. Reciprocally, this uncertainty has in pert, 
compensated the US for the relative gains the Soviets have achieved in 
strateoic arms in the past few years. A relaxation of US prohibitions on 
trade has also helped China. The 1S72 Shanghai communique indicated that 
the US had abandoned its "two China" policy. At the same time, the Soviet 
Union has won U$ recognition of its conquests in Europe, with a legitima¬ 
tized German Democratic Republic under Soviet hegemony. The US acquiesced 
in the Helsinki Conference on Security and Cooperation in Europe (CSCE). 

That conference, which ratified the permanent division of Europe, represented 
a Soviet symbolic achievement of some value. Only the future can tell 
whether a form of nuclear “parity” in strategic weapons systems will be 
a Soviet gain. Repeated sales by the US of Urge amounts of grain, large 
scale technology transfers and investments by the US, with the prospects 
of more to come, help the Soviets improve the domestic sectors of the 
Soviet economy while their investments in military hardware steadily increase. 

The competitive-cooperative relationship between the US and its 
major communist adversaries has existed for only s few years. The final 
accounting may not be made before the end of this century. Although the 
American capacity to shape the international scene has declined, the US 
remains the most dynamic and influential country on earth. It will affect 
the future, whether it pursues a positive design or adopts strategic 
passivity out of conflict weariness and frustration. 

The pursuit of peace and prosperity in Asia, in particular, will 
depend on the depth and direction of US cooperation with Japan. President 
Ford and Prims Minister Miki set forth the range of desirable cooperation in 
the text of their joint statement issued at the conclusion of the latter' 


f visit to Washington on August 6, 1975. Interestingly, Kiki negotiated 
with the US in global teres, the first tine this has beers done by a 
Japanese Prime Minister. 

Japan occupies a unique category in the hierarchy of nations. 

It is not a great power in the tradition sense, yet its tremencous economic 
product; vity—greater than all the countries of East Asia and the Pacific 
/ combined—gives it a unique capScity to attract and influence. Japan has 
been called an economic giant, a political midget and a military mouse; 
it has been described as a semi-power or an upper-level middle pcwer--with 
virtually no foreign policy and very little political influence.* 

for many reasons Japan is unlikely to become one of the poles of 
the pentagonal world structure once envisaged by many American leaders. 

But Japan cannot continue to ignore the impact of its economic power, Ir, 

J. a world in which the trend is toward greater economic interdependence 
between nations and in which most countries attach high priority to the 
pursuit of economic progress Japan should, somehow, be able to transfer its 
economic capacities into political or diplomatic influence. How and when 
are the questions. The overall US performance vis-a-vis Asia will help 
__ vector Japan's future course. 

Significant roles in the unfolding Asian drama will be played 
at lower levels of influence by many other nations. From time to time 
US officials have tended to overlook the intrinsic importance of the lesser 
powers and smaller countries which frequently create the problems which 
compel great power involvement. The leaders of these countries have minds 

'.Harold C. Hinton, Three end A Half Powers: A flew Balance in Asia , Indiana 
University Press, 1975. 
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of their own, The greatest of diplomatic sins is to ignore this fact by 
taking a given country for granted. In subsequent annexes, the salient 
~"characteristics and roles of many of tne presently and potentially 
■"influential middle-of-the-ladder countries in Asia are examined. The ' “ 
effect of their actions on Asian developments is likely to be significant. 

C. Regions Strategically Linked to Asia 

1. Europe: NATO , The Soviet Union, as an imperial power located 
in the midst of the Eurasian landmass, is apprehensive about the possibility 
of conflict or pressures being applied simultaneously against-it from its 
western and eastern extremities. Moscow is especially concerned about any 
strategic collusion between the European NATO allies and the PRC. It is 
also concerned about the ubiquitous strategic missile sir and naval power 
of the US and about the US-uapanese alliance. 

The Soviets face a situation comparable to that of would-be 
European conquerors in the past—the possibility of conflict on two 
fronts. The established linkage between the US and Western Europe on the 
one hand and the recent rapprochement between the US and the PRC on the 
other has created a strategic nightmare for the Soviet Union. 

ror almost a decade the PRC has welcomed a strong, united and 
economically prosperous Europe. China completely supports the idea that 
Western Europe should become stronger and more powerful. -The Chinese also 
agree that Europe is the most valuable strategic prize in the overall 
confrontation between the US and the Soviet Union. It is quite probable 
that the'Soviets would like to neutralize any possible threat on their 
western front before putting the full force of their power against the PRC. 

As late as fifteen years ago, the Mediterranean was essentially 
an American sea, and we had access to bases on both its southern and'V' f< ' ! ' i /\ 
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northern shores, how all the southern bases are denied and our access to 
Turkish bases is practically closed. Access to Greek bases is severely 
United, The Soviet Union has benefited from these developments. The 
divisive Soviet European diplomatic offensives and the growing power of the 
commonist parties on the southern flanks of Europe's Mediterranean coast* 
line also weaken NATO. Consequently, the value of any strategic gain which 
the US could achieve as a result of its new relationship with China should 
ascend even hiaherJn Washington calculations. 

2, Eastern Europe : The PRC also has a strong interest in 
developments in Eastern Europe. They have good contacts in Yugoslavia 
as well as in Romania, and Albania is a Chinese ally. Their goal is to 
encourage the Eastern European countries to act as independently as possible 

. from the Soviet Union. 

The Soviets are pushing on ahead as rapidly as possible to extend 
their influence in Western Europe, and at the same time they keep as tight 
a control as they can on their Eastern European "allies." 

3, The Middle East : The area between the Eastern Mediterranean, 
the Persian Gulf and the Indian Ccean has been for two decades the scene 

of military conflict and confrontation which potentially can be the 
most dangerous to the survival of the international system. China has 
played a relatively small rale in Middle East affairs. The Chinese have 
denounced both the US and the Soviet Union for "imperialism" in the region. 

Four major Arab-Israeli wars have rocked the area, bringing 
with them the possibility of a US-Soviet confrontation. The last, the 


October 1S73 Kar, included the strongest kind of Soviet threats to the US 
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to force the Israeli army to stop advancing its encirclement of part of 
the Egyptian army east of the Suez Canal.* 

A continued stalemate in the Middle East is as unlikely as a 
real peace. There is an old Islamic rule that temporary truces may be 
made with enemies of Islam, but not real peace. With a record of inter- 
mi tent set-backs and gains the Soviets play the Middle East power game 
under the assumption that a condition of "controlled tensions" in the 
Middle East will best serve their interests. They do not wish the destruction 
of Israel, but they do not want an end to the conflict until all of the 
existing bourgeois-feudal Arab regimes have been replaced by radical 
regimes, such as the leftist government of Syria. The Arab-Israeli conflict 
keeps open the dbor to the Soviet presence in the area. Meanwhile, Soviet 
power, so close to the region, helps to make possible the excessive oil 
prices so damaging to NATO and Japan. Thus, developments in the Middle 
East affect US policy options in the Asian-Pacific reoion. 

D. The Power Factor 

There are more men under arms in Asia today than in any other part 
of the world. The Soviet Union has the largest military machine ever created 


*7he political and military assistance which the Soviet Union gave the Arabs 
before, during and immediately after the October 1973 Arab-Israeli War is 
thoroughly discussed in The Soviet Union and the October 1973 Middle East 
War—The "implications for Detente (Foy D. Kohler, Leon Goure and Hose Harvey, 
Center for Advanced International Studies, University of Miami, 1S7A.) 
Beginning in the winter of 1973 there were large shipments of advanced type 
Soviet military equipment to Egypt, Syria and Iraq. According to Sadat 
the decision to renew the war was made in April 1973. After the cease-fire 
the Soviet Union took proper credit for Soviet military success. As the 
October 1973 War was winding to a close, General Secretary Brezhnev,_in a 
speech to the World Peace Congress in Moscow on October 26, 1973, said: "Of 
course, we are realists and we cannot fail to see facts of a different sort. 

We all well know that wars and acute international crisis are far from beir.o 
a matter of the past.'* ( Pr avda , October 27 , 1 973) y s~7 -Typ 
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in peacetime, and a sizeable proportion of it is deployed in Asia. The 
two Koreas together have almost a million men in their arced forces. The 
array of the Republic of China in Taiwan is about the size of the French, 

West German and Turkish armies. The new Vietnamese armed forces will be 
formidable indeed after they have absorbed the abandoned US equipment and 
reindoctrinated junior officers and enlisted men from the former South 
Vietnamese forces. The PRC has .-the second largest army after the Soviets, 
and India has the third largest. China (PRC) has the third largest navy. 
Except in jet aircraft and modern naval craft, the total armed forces of the 
Asian countries are greater than those of NATO. In sum, the tinder for a 
major conflagration is present in Asia, and because of numerous potential 
conflicts and tensions, wilt persist, Japan, the PRC and India can manu¬ 
facture almost ail of the equipment their armed forces need. 

£. Detente 

US detente policy seeks to ensure that our competition with the 
Soviet Union and the Peoples' Republic of China remains within a peaceful 
framework so that eventually a more stable international system will emerge. 
The US efforts toward detente with the Soviets and the PRC differ markedly 
in kind and scope. The primary US aim of detente with the Soviets is to 
render improbable the outbreak of a thermo-nuclear war between the two nuclea 
superpowers. Detente with the PRC, in the exploratory stage, rests on the 
mutual suspicions which the Chinese and Americans share regarding ultimate 
Soviet intentions. 


While the results of US-Soviet detente are controversial, the 
purpose is not: more negotiation and less confrontation is preferable in 
every region where the superpowers interact. 

The interesting question of how to measure detente performance has^-rrr 




prompted the London Economist to observe: 


"In the third and perhaps decisive round of the detente battle 
that is now beginning, the West will have to hold hard to 
three essential rules. The first is that the one indispensable 
part of detente is the agreements .on anas control and crisis- 
management that are designed to prevent the east-west contest 
becoming a war. The second is that, in any agreements that go 
beyond that indispensable core, measurable concessions by one 
side have to matched by measurable concessions from the other. 

The third is that detents is unlikely to become a permanent 
feature of the east-west relationship unless the Soviet govern¬ 
ment makes changes in the way it treats both its own people 
and its non-communist neighbors.”'* 

An additional measure for detente might be: The progress of 
detente should be measured by the real reduction of Soviet capacity to resort 
to force (or the threat of fortel in settling international fssues. By this 
scale, detente was more advanced in 1970 than 1975: our unilateral ability 
to restrict destabilizing Soviet actions has Been reduced. 

In this situation a strong, independent China becomes crucially 
important in the global power equation, since the Sino-Soviet struggle for 
ascendancy in Asia directly threatens world equilibrium. 

II. STRATEGIC RELATIONS IN THE ASIAS DIMENSION 

Having established Asia's importance to the global economic system 
it is useful to focus on the policies, strategies, and goals of the three 
major powers in Asia—the Soviet Union, the Peoples' Republic of China 
and Japan—and relate trends within the Persian Gulf and Indian subconti¬ 
nent to potential developments in the rest of Asia. 

A. The !iajor Powers 

1. Soviet Union . The ultimate objective appears to Be global 


* London Economist , August 2, 197S, p. 10. 



( political ascendancy, if not hegemony. Moscow's strategy attempts to 

manipulate a "correlation of forces" to influence an opponent's behavior 
to Soviet advantage. Within the concept of correlation of power, the 
creation of military force superior to major rivals is complemented by 
economic and technological programs, relations with allies, and ideological, 
psychological and political struggle. 

' 2. The PRC . The Chinese ultimately seek to restore the Middle 

Kingdom to its former preeminence, but on a world rather than solely Asian 
scale. Sefore this grandiose but remote objective can be pursued through 
world revolution the PRC must first assure its own independence against a 
range of Soviet military and political threats. The PRC's.deficiencies in 
advanced military technology are partly compensated by her enormous population 
and massive civil defense preparations. Once the PRC nuclear capabilities can 

assuredly deter a Soviet nuclear attack, the Chinese, if they endeavor to 
expand their sphere of influence might try to acquire ICSMs capable of 

striking continental US targets 2 s well as MRBH targets against Japan and 
India. 

3. Japan in Asia .* Japan is both a source of dynamic influence 
and an object of strategic cultivation. The intrinsic importance of the US- 
Japanese alliance should be obvious: a shift of Japan from the US orbit 
to either the camp of the Soviet Union or to that of the PRC would signifi¬ 
cantly alter the Sino-Soviet conflict favorably for that side.- Furthermore, 
the security of the United States itself would be undermined. 

The Japanese economic miracle was partially the result of the 
unique relationship with the US—one without historical parallel. Whether 
this relationship will continue across large geographical and cultural 
distances will depend upon the development of a pragmatic nationalism within 
"See Annex 1, Japan and 1 the Structure of Peace in Asia 




Japan and the creation of a stable political strategic order in the world. 
The first development will be largely shaped within Japan. At the present 
juncture Japan's ability to contribute to the development of a stable 
global order is marginal. Japan lacks the political influence and military 
power possessed by the other Asian powers. Japan today is a major power 
only in economic terms with policies that in many respects are more appro* 
priate to a trading company than a powerful nation state. To a degree 
extraordinary for.a country of its importance, Japan, since the end of 
World War II, has conducted international relations without a foreign policy 
backed by independent military and political power. The Japanese have been 
able to avoid questions of security and power politics ana to concentrate 
instead on a foreign policy geared in large pact to enlarging overseas 
contacts for the purpose of maximizing economic well-being. Japan is now 
more attuned to the necessities of international peace and trade (and even 
ecology) than any other nation in the world. Japan is the only great 
power for which "interdependence" is not a catchword, but inescapable 
policy. 


Japanese leaders realize that Japan's self interests require a 
more active contribution to the well-being of its Asian neighbors and the 
political stability of the Pacific region. Yet the emergence of Japan as' 
a formidable economic power more actively engaged diplomatically in Asia 
according to its own perceptions and policies will not occur without 
potentially serious destabilizing im?act--both domestically and internationally. 

8; Slno-Soviet Conflict 

The struggle between China and Russia pervasively affects Asian 
destinies. The historically rooted P.ussian fear of the Chinese is^recipro- 



■OS¬ 
es ted by the PRC's apprehension of the threat it faces from the powerfully- 
armed and hostile Soviet Union. For each country, the threat it now 
perceives from the other dominates its security considerations. 

, China is apprehensive about a series of Soviet “encirclement 
maneuvers": (1) the Friendship Treaty with India, which in Peking's view 
violates India's neutral stand; (2) Soviet endeavors to gain the economic 
cooperation of Japan and deflect the Japanese from a China friendship 
policy; {3} attempts to cooperate with the US and enlist her in an anti- 
China coalition; and (4) efforts to build an Asian Collective Security 
System, which to Peking is nothing but an attempt at an anti-Chinese alliance. 

Since the PRC represents a proximate and growing threat to 
Soviet security, a prime Soviet aim is to reduce or eliminate the threat. 

The PRC claim to leadership of the World Cormrunist Movement as well as 
its territorial claims against the Soviet Union present ideological and 
geographical threats to the USSR. 

Although the likelihood of continuing hostilities between Moscow 
and Peking is far greater than accord, the possibility of a Sino-Soviet 
rapprochement after the demise of Kao cannot altogether be dismissed. Such 
a rapprochement would create a drastically new world situation with radi¬ 
cally new threats to US security. 

Presumably there are factions within the ruling circles of both 
the USSR and the PRC who would like to see the bitter dispute ended or toned 
down so that they can cooperate more effectively in undermining the US. 

Just as'the unexpected 1539 Nasi-Soviet Pact unleashed World liar 11 —a Sino- 
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'See Annex 9, South Asia-Indian Ocean-Persian Gulf. 
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Soviet detente could produce political-securi ty eartnquakes of first • 
magnitude. However, the root causes of the Sino-Soviet conflict are such 
that the departure of leading personalities in Moscow and Peking will not 
necessarily bring an end to it. 

C. The Succession Problem 

There has been a greqt deal of discussion in the West about the 
potential succession problems confronting both the PRC and the Soviet Union. 
Neither country has a system for transferring power from an incumbent to a 
successor that is recognised as legitimate and acceptable by all politically 
important segments of their respective societies. In Peking Chairman Kao 
is old and his Prime Minister, Chou £n-lai, is believed to be dying. In 
Moscow Chairman Brezhnev is believed to be seriously ill. It is only a 
matter of time before both Brezhnev and Kao are either dead or incapacitated. 

The crucial question is: will either or both countries face a 
leadership crisis as the baton of power is transferred? The Soviet Union 
has acquired some experience in managing succession since Stalin died in 
March of 19S3. No one can know whether all factions in Moscow support 
detente with the US and confrontation with the PRC. It seems logical,, 
however,that the Soviets would not like to cope simultaneously with a 
conflict over policy and a conflict over leadership. If. this contention 
be true, there IS little chance of a major upheaval or policy reversal 
taking place in Moscow when Brezhnev leaves the seat of Soviet power. 


The situation in Peking is more complicated. The Chinese Communists 
have had no experience in transferring power. Further, the recent Lin Piao 
affair suggests that there are pro-Soviet individuals in the upper levels 


of the Chinese hierarchy. Most likely the Soviets are already cultivating^----^ 
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political proteges in Peking and in some of. the,border provinces. But /“ 




Peking, aware of the danger, is doubtless taking measures to insulate 
itself from Soviet machinations. 

Nevertheless, the excessive deification of Mao and the partial 
destruction of the party which took place under his leadership have already 
created conditions that will be hard for any new leader to master. The 
first task of any new Chinese leader will be to gain full control o f the 
party reins. A return to orthodox communism with a restoral of relations 
with Moscow would be difficult to attempt let along achieve during the 
initial consolidation of power phase, later, any significant relaxation of 
tensions would have to be sparked by major Soviet concessions; particularly 
a thinning out of Soviet forces along the Si no-Soviet border. Thinning 
troops and probably accepting Mao in the pantheon of "great socialist 
thinkers” however, will be the last thing the Soviets would think of doing 
until the situation within China clarifies to their liking. Furthermore, 
Moscow and Peking communist states have made much use of the demon figure 
the other represents in both their internal and external propaganda. They 
may each need a continued polemical enemy more than friendship. 

There is no certain forecast as to how the murky succession scenario 
will work itself out in Peking. Furthermore, there is little that the US 
can do to influence its outcome. Under these circumstances, the best we 
might do is to advise Mas cow against fishing in any troubled Chinese 
waters that might be agitated by Mao's demise. 

0. Competing Strategies 

Soviet foreign policy goals require either the cooperation with 
or neutralization of the PRC. The Soviet Union now appears to be engaged 

in a serious endeavor to create positions of military strength around China's 
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periphery, 

Moscow perceives the PRC as a potential threat to its own security 
and to its domination of Eastern Europe. The threat could grow with 
China's growing nuclear arsenal, combined with China's massive conventional 
forces. If the Soviet Union remains between an economically strong 
Western Europe and a hostile China it may eventually have to come to terms 
with its adversaries and abandoft its dream of global hegemony. Then a 
new global system dominated by the Soviet Union would become impossible. 

Peking appears to perceive the Soviet Union as a rising power and 
the US as a declining power which nevertheless can be useful to them for 
a period of time. With this in mind, it is noteworthy that shortly after 
the Indochina debacle, Peking propaganda quickly resumed its focus on the 
positive aspects (from the perspective of Peking) of US foreign policy— 
to wit: countering in Western Europe Soviet attempts at world hegemony. 

In order to reduce the likelihood of a Soviet nuclear attack during 
the fledgling phase of its own nuclear force build-up, the PRC opened up 
new diplomatic comrounications with the US. It has also encouraged European ’ 
unity, supported strengthening of NATO and expressed "understanding" of 
Japan's security needs. PRC indoctrination materials indicate, however, 
that the new PRC liaison with the US is essentially tactical, until the 
Soviet threat can be minimized. „ . ... 


"The present situation is: US imperialism's counter¬ 
revolutionary global strategy has met with repeated 
setbacks; its aggressive power has weakened; and 
hence, it has had to make some defection and adjust¬ 
ment of its strategy. Soviet revisionism, on the 
other hand, is stretching its arms in all directions 
and is expanding desperately and deceptively. That is 
why Soviet revisionism has become our country's most 
dangerous and important enemy."* 



*No. <F ~Sutline of Education on Situation for Companies , Edited and Printed by 
Propaganda oivisibn,' ,, Pdlltical ’oept'.,"KuiSnVhg 'Mi'Ti tary 'Region, PRC, April 2, 1973. 







The Soviet leaders can look back to a net record of success 
•overall trend-shifts in political influence and military power are in 
>eir favor, from the Soviet perspective the favorable posture it has 
;hieved in strategic arms acquisition, increased influence in Western 
jrope (symbolized by the ratifying of the Helsinki European Security 
jreement) and to a certain extent in the Kiddle East, should not be 
topardized by adverse developments in Asia. Soviet policies in Asia issue 
•om the necessity,of neutralizing the PRC threat to Soviet security. 

The broad Soviet formula for Asia, that of an area-wide collective 
curity program, resembles the European security proposal initially made 
th respect to Europe twenty years ago at the 1S55 Summit Meeting. Since 
•ezhnev first advanced the Asian version in 1969, it has been kept delibera- 
ly vague and undefined. The purpose of the Soviet-Asian Collective 
curity Plan appears to be the isolation of the PRC politically and 
litarily.* 

Despite China's extensive military efforts of recent years, the 
p between the military capabilities of the PRC and the USSR may widen 
cause of superior Soviet RSD. 

The Soviets are aware that the Pacific has been essentially an 
erica.n military preserve since the defeat of Japan. Nevertheless, a 
eady increase in Soviet naval power in the Pacific seems likely. Soviet 
rces equipped with tactical nuclear weapons will remain stationed on the 
no-Soviet and Si no-Mongol iars frontiers. The Soviet Union will continue 
keep a permanent naval presence in the Indian Ocean. 



es Annex 9, South Asia-Indian Ocean-Psrsian Gulf. 
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While American capabilities render the United States the 
most dangerous adversary of the Soviet Union, Chinese intentions appear much 
rrore dangerous to the Soviet leadership. The Chinese claim the Soviets are 
pursuing an encirclement strategy against them. Whether this description of 
Soviet strategy in Asia is accurate, many Soviet activities undertaken to 
increase their influence in Asia appear to be consistent with such a strategic 

concept. : 

No one can predict how successful the Soviets might be in 

carrying out such .a strategy. Asia has always presented the Soviet Union with 
more difficult operating terrain than either Europe, the Middle East or Latin 
America: Soviet successes in Asia; i.e., Indonesia before 1965, have been 
cosily and ephemeral, but setbacks have never affected Moscow's persistent 
pursuit of major objectives. 

2. The Chinese Counter . The Chinese seem to believe that the 
Soviets are pursuing an encirclement strategy along the general lines of the 
one hypothesized. They hope to thwart Soviet policy and then launch their own 
offensive. As the PRC nuclear capability grows the likelihood of all-out war 
between China and the Soviet Union will diminish. This development will not 
necessarily mean that their confrontation will cease. As the Chinese develop 
an increasingly credible second-strike capability against targets in the 
European area of the Soviet Union, not only will Soviet apprehensions rise, 
but the Soviet nuclear "deterrent" wiil be devalued and the latitude for 
other forms of military and political conflict will widen. Moreover, to 
the extent the Soviet-American Treaty of 1S72 limiting A3M deployment re¬ 
strains Soviet anti-missile developments, it correspondingly enhancesthe 
Chinese strategic nuclear capability. 
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The PRC offensive strategy is truly audacious anu revolutionary. 


Peking has pioneered a new conceptualization of today's international 
disorder. Peking divides the world into three component parts: the 
superpowers; the intermediate 2 one; and the Third World. In the first 
category come the US and the USSR, defined respectively as the forces of 
imperialism and social-imperialism. Western Europe and Japan comprise the 
second category. The PRC hopes to mobilize the third to undermine the 
influence of both the superpowers. 

In 1S73, Chou En-lai asserted: 

"The present international situation is characterized 
by great disorder on the earth. The winds sweeping 
through the tower herald a rising storm in the 
mountains. 

"This aptly depicts how the basic world contradictions, 
as analyzed by Lenin, show themselves today. Relaxation 
is a superficial and temporary phenomenon and great 
disorder will continue. Such disorder is a good thing." 

Even since the Nixon-Kissinner opening to China and the 

Presidential visit in February 1S72, many American scholars and even some 

government officials have interpreted Chinese foreign policy intentions 


in a benign fashion. Perhaps, however, the manner in which the PRC 
presents the Chinese rationale for the Nixon visit to its own soldiers 
gives a more accurate appraisal as to how Peking views the world. 


“It is for the sake of making the people of the United 
States a major target of ours that we invited Nixon 
to visit China...(Mao said). Mao invited Nixon 'in 
order to exploit contradictions, win over the 
majority, oppose the minority and destroy them one 
by one.' It foiled the Soviet plan to embroil China 
with the United States on a long term basis, aggravated 
conflicts between the US and USSR and promoted dissension 
between US imperialism and its lackey, especially Japan."* 


*No. 4 2 Outline cf Educe tijon. on. an. for .Companies, Edited and ?rintg<L_^ 

by Prooaoanca Division, Pofities1 Dept. humming Military Region, PRC, ,v ' Af s\ 
April 2,'1573. 
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The Chinese strategy for achieving global ascendancy is based 
on mobilizing the Third World (most of the globe's population, resources 
and real estate) against both the capitalist-imperialist power, the US, 
and the social-revisionist power, the USSR, The Chinese identify them¬ 
selves as part of the Third World and offer their concept of the new man 
on earth who arises uncorrupted from the poverty of rural life to challenge 
the superpowers as a model of all people ip the Third World. The PRC has 
depicted the superpowers as contending and colluding for politico-economic, 
and especially military hegemony, Representing and underpinning the 
present system of world politics and finance as a whole, they face struggles 
at various levels—armed mass movements, strikes, agitation and adverse 
publicity; by subnational and supranational bodies in; Korea, Indochina, 
Thailand, Burma, Malaysia, the Philippines, the Middle East, and especially 
sputhern Africa, Most important are the "struggles of the Third World 
people"—mainly economic, as in the cese of the oil embargo and various 
nationalizations and cartelizations of other resources, and the "struggle" 
against maritime hegemony, i.e. to extend patrimonial and territorial 
waters and use of the seabed. 

These transitional demands for economic independence, equitable 
distribution of raw materials, etc.; i.e,, transformation of the world 
market and financial system and its political super-structure, are supported 
by Peking not simply for their intrinsic merit as perceived by the "countries" 
{transitional personages and establishments now in power); the purpose is 
also to help initiate the three phase process of independence, liberation 
and revolution. There is much evidence that the PRC is continuing to foster 
the "hardest" revolutionary activity in many parts Of the world. 
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The PRC new year article for 1S74, "The World Advances Amidst 
Turbulence," listed as examples of the beneficial "struggle" regional 
wars in Indochina, the Middle East and Africa, revolutionary mass move¬ 
ments and workers' strikes, military coups, the rivalry of the superpowers 
and anti-hegemony struggles of the small and medium-sited powers. 

The PRC believes that insurgency is an affective, low cost 
weapons system which can win victories or political influence. Although 
it manifests itself at the local level most obviously in military terms, 
communist-dominated insurgency is primarily psycho logical-political warfare 
that is carried on both within a given nation and internationally. Peking 
continues to train within PRC territory cadres who can link violent insur¬ 
gency and political warfare. Insurgency is a long-range attrition-type 
strategy which requires protracted effort; coping with it repuires extra¬ 
ordinary perseverance, political sophistication and psychological staying 
power. 


The PRC urges the formation of a broad united front of countries 
taking independent positions —largely of the Third World but including any 
country not under the complete domination of the US and USSR—to struggle 
against the two superpowers. Removal of a country from foreign domination, 
including countries ruled internally by reactionary forces, would strengthen 
the progressive and revolutionary forces in each country. That is, the 
struggle for national liberation (from colonial and neo-colonial, feudal 
and semi-feudal, comprador and big bourgeoisie control) would be enhanced 
in a country free of foreign control and thus of direct manipulation and 
support of the ruling group in power. Straggles for independence and then 
liberation often lead to revolution. This is what the Chinese mean by their 
slogan "countries want independence." 
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Although most of Chinese communist invective is heaped upon the 

socialist-revisionist-iraperialistie Soviet Union, Peking's propaganda 

lavishes no love on the United States. In a recent broadcast, the PRC 

gave the US and the USSR equal billing as merchants of death. 

“The Soviet Union and the United States regard arms 
sales as an important means of infiltrating, inter¬ 
fering with, and controlling other countries, 
especially the Third World countries. In recent 
years the two superpowers, the USSR and the US, 
have sold large quantities of weapons to the Middle 
East region. As a result, the Middle East has become 
the world’s largest arms market."* 

The PRC has recently castigated the US about its unfair treatment 


of Panama. 


"For many years, the Panamanian people, who have a 
glorious tradition of fighting against imperialism, 
have persisted in fighting against the unequal treaty 
of 1903 and waged an untiring struggle for restoring 
the sovereignty of the canal and the Canal Zone. In 

’January 1964, the Panamanian people staged a heroic 
and just anti-US and patriotic struggle. Chairman 
Mao, the great leader of the Chinese people, issued 
a statement supporting the Panamanian peoples' anti- 
US patriotic and just struggle.”* 

The foregoing examples indicate that PRC hostility against the 
US will ei best be muted as long as the liaison with the US is useful to 
Peking. 

The current leaders of China have repeatedly stated that the PRC 
has special interests and responsibilities in Asia. Malaysia, and more 
recently the Philippines and Thailand, have established diplomatic relations 
with the PRC. 


l fSIS Report, Peking Domestic Service in Mandarin, 0230 Sf-IT, 7 August 1975 
'F8IS Report, Peking Domestic Service in Mandarin, 0230 SHY, $ August 1973 



Part of each recognition instrument was a statement that each 
side would refrain from interfering in the internal affairs of the other. 

It is interesting to note how the Voice of the People of Thailand, broad¬ 
casting from Vunan Province in Southwest China, carries out this agreement. 
On August 8, 1975 it proclaimed: .. .. ... 

“The Khukrit-Praman government has committed more 
serious crimes against the people. On 3 August it sent 
policemen to insanely-suppress and arrest farmer 
leaders and students who have helped the farmers in 
Lamphun Province. Nine farmer leaders and students 
were arrested and charged with closing down the 
Hae tv'a mine, Mae Tha district, Lamphun Province; 
detaining and depriving others of their freedom; 
gathering together more than 10 persons; causing 
political unrest and rioting. They were also charged 
with razing the government’s teak forest. All these 
serious allegations which the reactionary Khukrit-Praman 
government leveled against the farmer leaders and students 
at will are similar to the past actions of the Thanotn- 
Praphat tyrannical digue."* 

Probable Chinese policies in Asia for the foreseeable future will in 
large measure derive from the nature and scope of the Sino-Soviet dispute 
and from their ability to master their many internal political and economic 
problems. If after Kao a smooth transfer of power is achieved by those 
opposed to normalization of relations with Moscow, China will continue to 
seek to enhance its prestige and leadership position among Third World 
nations against both the USSR and the l ! S, What the Chinese lack in military 
capacity to extend their influence in the world, they will seek to make up 
for by psycho1ogica1/po1ities1 warfare and subversive techniques. 

3. Whose Allies? For many years the Soviet Union and the PRC 
have both supported and competed for influence over the tough communist 
regimes in Pyongyang and Hanoi. Soth regimes have fought the US. A unified 


*As reported in FBIS, Broadcast of 100 GMT, 8 August 1575. 





Vietnam is without question the strongest nation state in Southeast Asia.* 
The nature and scope of Vietnamese power, however, is such that its 
potential impact may go well beyond the regional confines of Southeast 
Asia. Vietnamese military power is in many respects important because it 
underwrites Vietnamese psychological/political/ideological power. The 
potential impact of this latter aspect of Vietnam among Third World nations 
is enormous and will influence American political and security interests 
in many parts of-the world. 

North Korea's President Kim II Sung, ever since the fall of 
Saigon, has been carrying on a coordinated political/psychological campaign 
to isolate South Korea diplomatically and to fan discord in the South.** 
Although the threat of an armed attack by North Korea has been raised in 
this campaign, it is more likely a part of Kim !1 Sung’s war of nerves 
strategy designed to play upon isolationist, anti-war liberalism in the 
United States. 

Both these middle-level coirmunist powers seek to achieve 
considerable freedom of action from their competing communist patrons. 
Consequently, they represent major forces of instability in Southeast and 
Northeast Asia respectively. 

*See Vietnam Annex 4. While Hanoi is having some problems in digesting South 
Vietnam and incorporating ARVN servicemen into its own armed forces, the 
complete integration of the country is essentially a matter of time. 

**See Korean Annex 2. 
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E. South Asla-The Indian Ocean-Subcontinent-Persian Sulf Comdex' 

Conflict Laboratory 

The manner in which the Sino-Soviet conflict has been waged in 
South Asia and in the Indian Ocean-Persian.Gulf area may give a clue to 
its future conduct there and in other regions of Asia. 

The many threads of conflict, imperial ambition, racial and 
religious animosities that interlace this strategic theater from the Persian 
Gulf to the Straits of Malacca make it one of the globe's most portentious 
regions. 

1. The Soviet Stratecy . In South Asia, the friendly Indo-Soviet 
relations which began in the mid-1350s were strengthened by the cooperative 
Soviet attitude during the Sino-Indian War of 1962 and the subsequent flow of 
Russian arms to India. The Chinese were bitter towards the Russians for their 
support to "reactionary India" as against a fellow communist country {China). 

The Kremlin leaders sought to increase their influence in South 
Asia through a policy of friendship with India, the most important regional 
power. Simultaneously, they relaxed their attitude toward Pakistan when 
it was still a member of CENTO and SEATO. The Soviets informed Pakistan 
leaders about the US “imperialist designs" in Indochina, "the presence of 
the Seventh Fleet" in the Indian Ocean and its “negative" attitude toward 
the “causes of Afro-Asian countries." 

As a result of the Soviet moves to both India and Pakistan, 

Soviet influence increased in South Asia. When war flared up between India 
and Pakistan in 1965, the Soviet Union, thanks to its new flexible policy 



'See Annex S, The Indian Ocean-South Asia-Persian Gulf Complex 




towards the South Asian countries, was able to play the role of “peace¬ 
maker" at the Tashkent Conference in January 1966. The conference could 
not solve the Indo-Pakistan disputes or reduce tensions in the area, but 
was a major diplomatic triumph for the Soviet Union. 

Nineteen sixty-nine witnessed serious fighting on the Sioo-Soviet 
border, and the effect of the Soviet anti-Chinese campaign began to be 
felt in Pakistan which was greatly dependent upon China for military 
supplies and other support. The Soviet Defense Minister, Marshal Andrei A. 
Grechko, came to Pakistan in February and told Foreign Secretary S.M. Yousuf, 
"You cannot have simultaneous friendship with the Soviet Union and China." 
Yousuf noted that the Soviet Union had sought friendship with India and 
Pakistan. Grechko ruled the point irrelevant: "What is permissible for a 
superpower, is not possible for a country like Pakistan." 

Pakistan President Yahya Kahn visited Moscow for five days beginning 
June 22, 1965 J 
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The Soviet attitude toward Pakistan cooled rapidly. The Soviets were 
frowning at Pakistan when the Bangladesh crisis began in 1271. The 
relationship between this soured attitude and the prompt Soviet support 
for the Bangladesh movement was more than casual. 




2. China's Policies in South Asia . 

The 1962 Si no-Indian war broke a decade of close and 
friendly Sino-Indian relations. India was shocked by China's "aggression; 1 ’ 
India's prestige as the "leader of the non-aligned block" was seriously 
affected by her military debacles. Pakistan was gleeful to see her 
"enemy" humiliated and defeated. 

Pakistan turned to both Moscow and Peking. China's responses 
to Pakistan's gestures were prompt and encouraging for Pakistan, Thus 
began a unique feature of contemporary international politics in South 
Asia; the special relationship between a highly doctrinaire communist 
regime, the PRC, and an Islamic military regime, Pakistan. On most issues 
Pakistan moved closer to Peking. On PRC’s membership in the UN, for example, 
Pakistan not only moved away from the Americans, but became an active co¬ 
sponsor of PRC membership until Red China entered the UN in 1971. Similarly, 
Pakistan endorsed fully Peking's stand on Formosa and Tibet. 

3. Developments in and Around the Indian Ocean . Over the past 
decade the Soviets have been building a well-rounded navy useful in the pursuit 
of a range of Soviet political objectives. Since the spring of 1S6S the 
Soviets have maintained a permanent surface naval vessel presence in the 
Indian Ocean. The reopening of the Suer Canal in 1975 should be beneficial 
to the Soviet Union. The Suez Canal could become the channel for the extension 
of Soviet influence throughout the Middle East, the oil-rich and politically 
unstable Persian Gulf and on into the Indian Ocean. 

The present and potential linkage of Soviet and Indian 
interests in gaining a dominant position in this ocean complex are related to 
the Sino-Soviet struggle. 
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The Indian government has become the major advocate of making 
the Indian Ocean a 2 one of peace—from which the navies of the superpowers 
would be excluded. 

Despite the desirability of the Indian Ocean becoming a 
genuine .zone of peace the prospects for this happening appear quite remote. 

As an Indian scholar has observed, "The peace zone movement would have acquired 
a measure of credibility if the. littoral states themselves could weave their 
strategic interests into a harmonious balance and keep the Indian Ocean 
region free of tension and conflict generated by their own clashing interests." 
Instead the Indian Jcean region has been “the most conflict-prone region 
in the postwar world.“* 

In the general Northern Indian Ocean area there appears to be 
emerging two cooperative groups competing with each other: (!) the USSR, 

India, Afghanistan, Iraq, South Yemen and Somalia; (2) the PRC, Pakistan 

and Iran, Saudi Arabia and Tanzania. Iran is becoming a major regional power. 

Up to the 1960s, Iran had few relations with the PRC. The relationship is 
now well established and has some potentialities vis-a-vis the ifoscow- 
Delhi relationship in the power struggles in the area. Similarly, Pakistan's 
efforts were directed to prevent any closer relationship between Iran and 
India. Since 1974 the Shah's economic aid to India has caused worries in 
Pakistan. 

India emerged victorious in the Inbo-Pakistani war that began with 
the Indian invasion of East Bengal in November. In the aftermath of the 
1371 Indc-Pakistani war, India became the regionally dominant power with a 
substantial military capability. 


*3habani Sen Gupta, "The Problem," Seminar . No. 181, September 1S74. 
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Pakistan merged as a nation factr<y a host of vexing problems 
and with a desire for revenge. The country lacks the capability to gratify 
this desire, however, and may well face renewed Indian challenges over that 
half of Kashmir- under Pakistani control and over still-disputed portions 
of the Punjab, On Pakistan's other flank, relations with Afghanistan could 
reach the point of conflict over the Khyber Pass frontier area of Push- 
timistan or Pahhtoonistan. 
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As a result of the 1971 Indo-Pakistani war, Soviet influence 
and prestige gained immensely while that of both the PRC and the US declined. 
This assessment was affected in 1975 by the August Bangladesh coup which 
displaced the pro-India, pro-Soviet government. 

As of now it is difficult' to determine the likely impact on 
South Asian international politics of the 1975 Bangladesh coup. Bangladesh 
per se is of little strategic importance to the US, but in the Sino-Soviet 
rift Bangladesh has some "negative" values to both China and the USSR., If 
Bangladesh can come out of India's control and develop a good relationship 
with China, it may affect the balance of power between the "two groups” in 
the area. 

4. Overview . In Asia only japan exceeds the South Asia-Persiar. 
Gulf complex in strategic importance to the US-USSR-PSC relationship. Iran 
which looks to both the Kiddle East and South Asia is linked with the US, 
oriented toward the PRC and hostile toward the Soviet Union. 

The Soviet Union has persistently pursued expansionist policies 
in the Indian Ocean region and, although mistrusted, enjoys considerably 
more influence in that area today than ten years ago. The Soyiet naval 
advantage over the US in the Indian Ocean is established and is likely to 




grow with the opening of the Suez Canal, despite continued US development 
of Diego Garcia. For the time being the Soviets are relatively satisfied 
with the status quo in the subcontinent and adjacent region. They will make 
those commitments necessary to preserve their existing status. The increasing 
linkage between the Kiddle East and South and Southeast Asia makes the 
Indian Ocean of greater importance to the Soviet Union. The Soviets will 
probably increase their naval strength there. 

The Chinese regard India as a Soviet "lackey" and a participant 
of the Soviet containment policy directed against China. Peking perceives 
the political-economic situation in South Asia as fundamentally unstable, 
and susceptible to drastic change. PRC policies seek to balance the 
Sovlet-Indian alliance through whatever means are available—including 
support for Pakistan and overtures or pressures oh the small states of 
India's peripheries. 

India has become the dominant power of the subcontinent, primarily 
with Soviet assistance. India has insisted that its new relationship with 
the Soviet Union does not affect the policy of nonalignment. Yet, the 
special ties between New Delhi and Moscow display the attributes of an 
alliance. The new Indian position on the subcontinent seems unchallencable, 
although India faces overwhelming domestic problems. The shift of India . 
from a democratic to an authoritative region is a manifestation of basic 
political and economic weakness. The capacity of India to hang together 
and solve its problems is questionable. 

Some *ndian leaders are apprehensive about the closeness 
of the flew Del hi-Moscow connection. They would like to see India "normalize” 
its relations with China on the basis of t 


;f,e status quo , if China is willing. 




They would like to see India improve its relations with the United States, 
if they knew how. Ideally they would like to obtain sufficient Washington 
support to balance that of Moscow, Nevertheless, Mrs. Gandhi has apparently 
hitched her wagon firmly to the Soviet Union. 

Pakistan remains weak and vulnerable despite PRC and US 
assistance. Further dismemberment of Pakistan would be highly destabilising 
to the region as a whole. Bangladesh could bring India far greater problems 
as an independent state than when it was pert of Pakistan. It probably faces 
more impassible problems than almost any other country. The governmental 
changes which took place in Bangladesh in 1975 could weaken the influence 
in the suEcontinent of India and the Soviet Union. Pakistan could be 
strengthened because it will have much friendlier relations with the new 
leadership of its old east wing. While the future of former Bast Pakistan 
is still In doubt with respect to its political and economic viability, it 
will no longer be an Indian client state, and thus could pose some questions 
for India's security problems on its eastern front. 

Just as developments in the subcontinent are increasingly 
linked with those westward to the Persian Gulf and the Middle East, the 
affairs of South Asia and Southeast Asia are also more and more interlaced. 
Recently, articles in the official Soviet press have charged Peking with_ 
pursuing a policy of active subversion against India, Burma, Malaysia, 
Thailand and Indonesia, as well as staking out territorial claims against 
virtually every other Southeast Asia country.* 



' New York Times , August 7, 1975,. o. Z 



Ter example, the armed forces newspaper Krasnaya Zvezda has 


charged that Peking was using its improved relations in Asia as a "screen 
for hostile activities against neighbors," and talked of subversive moves 
against India, Malaysia and Indonesia. A step-up of military activity by 
the Chinese-based communist party in northeast Surma has taken place since 
the fall of Indochina. 

Since independence India, in a quiet way, has emphasized 
concern over the independence of Burma and Malaysia. The Indian military and 
diplomatic establishment regard Burma as India's Ardennes. The Indian 
government is also quite aware of the reciprocal link between the fate of 
Burma and Thailand. 


looking at the abiding Indian interests involved, there are 
essentially two possible options. India can join unambiguously in Moscow’s 
efforts to enlarge its influence in the Southeast Asia region vis-a-vis 
Chinas or it can throw its support behind the independence of the Asian 
states and Burma—even if this means splitting from the Soviet Union. 

In sum, By establishing a position of great influence in the Indian. 
Ocean and its littoral, the USSR can help implement its containment policy 
toward China. The PRC has intruded into Northeast Africa and Mozambique in 
competition with the Soviet Union, which is likely to contribute to the 
radicalization of this region at the expense of western influence. 

Regardless of its behavior elsewhere, the evidence of the past decade 
does not suggest that the Soviet Union has shown a real and sustained destser 
to stabilize the equilibrium of the countries located along the Indian 
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Ocean's northern Httorat. As a global power, the United States interacts 
with its adversary, the Soviet Union, in most regions of the earth. In¬ 
creasingly, the Indian Ocean region has become a theater of growing Soviet- 
US contention, the extent to which the US .attempts to monitor, keep abrea; 
or surpass the spread of Soviet influence in the Persian Gulf-Straits of 
Malacca arc will be in part dependent on how the US perceives its interest; 
in this part of the world. 

In this context, a limited US naval presence in the Indian Ocean has 
Been justified as a means of furthering these general interests, "he builc 
up of the US-UK base facilities at Diego Garcia has been similarly justifie 

f. Australia-Hew Zealand and the South Pacific* 

The two principal countries in the South Pacific, Australia and 
fiew Zealand, are so situated geographically that security problems corr,p 2 rab 
to those currently faced by other countries in the Asian-Pacific region 
simply do not appear to exist for that. The security links between 
Australia„ 2 nd Indonesia, however, are potentially through the Ah'ZISS Pact. 
Security guarantees to its South Pacific allies obtain for the US utiliza¬ 
tion of some important installations as well as operating rights in the are. 

Both countries turned to the United States for their principal 
security alliances during World War II, .Until the advent of Labor Party 
governments in both countries in 1972, they followed the American lead in 
security activities in the Pacific region. Since then they have been more 
critical end their cooperation has been on a far more selective basis. But 
US interests in both Australia and Hew Zealand are far wider than purely 
security interests would indicate, US security, political and economic 
interests in both Australia and Hew Zealand have grown since the Second 


World War. 
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In bet); Australia and f. - ** Zealand the prospect, then, appears to 
be for a continuation of cooperation and friendship both at the fundamental 
level of attitudes and assumptions and at the surface level of policy, 
Australian and New Zealand policies toward China, the Middle East and the 
Indian Ocean, to mention some instances, may diverge from those which 
American administrations would prefer. 

All these considerations notwithstanding, the present relations 
between the OS and its ANZUS partners are generally satisfactory. In 
particular: 

1. The warm and friendly support which both Australia and 
New Zealand have given to ASEAN's development is likely to increase following 
the OS setback in Indochina. At this stage the prospects for ASEAN becoming 
a zone of neutrality in Southeast Asia appear remote. 

2 . The greatly improved pattern of US-Japanese relations 
over the past several years has in general been matched by favorable re¬ 
lations between Japan and Australia and New Zealand. 

3 . The US and its ANZUS allies generally- see that now is 
not the time to establish positions on various neutralization schemes for 


Southeast Asia, 

A. A oenersl area of divergence between the US and Australia 
and ‘few Zealand relates to the nuclear question. Both of our partners would 
like to see some kind of South" Pacific nuclear free zone established. Both 


governments opposed the visits of US nuclear-powered warships to their ports; 
New Zealand still does but Australia has worked out with the United States 
procedures which now make such visits possible. On the matters of nuclear 
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apart. It should be noted, however, that support for a nuclear free zone 
in the South Pacific is more vocal than solid, particularly in Australia, 
few people would take their opposition to things nuclear to the lengths of 
suggesting that the US Nayy should cease to. operate in sea areas of interest 
to Australia or New Zealand. 

looking toward the future Australia and Hew Zealand could play an 
important role in assuring the-peaceful development of the countries in 
Southeast Asia. Over time Australia might be induced to participate in 
allied efforts to insure that the Soviet navy does not gain a dominant 
position in the Indian Ocean. As already mentioned, few people in Australia 
see any signs that the Soviet navy is, or about to be, in a position to 
dominate the Indian Ocean. There are major educational task ahead for the 
US if the implications of the Soviet naval buildup in the Indian Ocean and 
elsewhere are to be understood and the potential danger this poses is to 
be met. 


E, Competing Policies 

Under the present circumstances, what are likely to be the policies 
both the Soviet Union and the PRC pursue in the yarious regions of Asia 
following the US setback in Vietnam! Neither the Soviets nor the Chinese 
use the same regional categories as the US in organizing its foreign policy. 
The Chinese, for example, looking at the world from the historical perspective 
of the Kiddie Kingdom, perceive other countries as the inner or outer states 
of Asia. 

Thus, policies toward the inner states, Korea, Vietnam and Mongolia, 
have an historical depth which is lacking in the more distant countries with 
whom China h 2 S been in less direct contact. Nevertheless, for consistency, 
we present the Soviet Union’s policy goals in parallel with those of 
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SOVIET UNION 

!. Northeast Asia * 

a. Continue to compete with the PRC 

for influence with North Korea. 

Support North Korean efforts to. induce 
withdrawal of all US forces. Encourage 
efforts to discredit and undermine 
support for the RQK; 

b. Continue efforts to draw Japan 
into closer relations with the 
Soviet Union by advancing joint 
projects to develop infrastructure 
for access to resources in Siberia 
that will strengthen Soviet 
facilities on the Pacific coast, 

c. Try to encourage the Japanese to 
loosen their security links with the 
US, remain unarmed and adopt a neutral 
military and political posture in re¬ 
turn for Soviet ''support" for Japanese 
security vis-a-vis the Chinese. To 


PEOPLES 1 * REPUBLIC OP CHINA 
1, Northeast Asia 

a. Attempt to play on deep-seated 
Japanese dislike and trust of Russians 
to block Soviet efforts to better re¬ 
lations with Japan; they will attempt 
to offer the Japanese more than the 
Russians,i.e., oil, on better terms; 

b. Restrain North Korea from launching 
a military assault on South Korea in 
the immediate future, but attempt to 
obtain more influence in North Korea 
than the Soviets, possibly by promising 
full support for unification on North 
Korean terms "when the time is right;” 

c. Continue efforts toward a special 
Sino-Japanese detente that will in turn 
encourage Japan not to rearm and 
eventually make possible withdrawal of 
US forces from Japan; 



■"Current;/ the PRC appears-to Save the better overall hand in Northeast Asia. 



PEOPLES' REPUBLIC OF CHINA 


SOVIET OBION 

this end the Soviets might work 
toward expansion and acceptance of 
the Brezhnev Asian Collective Security 
Pact to include Japan. Irt any event, 
the Soviets will work against a' PRC- 
Japan rapprochement on a very low key. 

d. Explore possibility of improved d. Prevent development of ties between 

relations with Taiwan; Taiwan and the USSR as the US with- 

e. Demonstrate on a regular Basis a draws its forces from Taiwan, 
more active role for Soviet trading, 

shipping and other representatives as 
accepted players on the Asian scene. 

f. Seek to influence internal situations 
in the PRC in favor of those in PRC who 
may favor more normal relations with the 
USSR. 

2 . Southeast Asia* 

a. Concentrate on strengthening links 
with Hanoi and obtain at least access 
to Cam Ranh Bay naval facilities) 


2 . Southeast Asia 

a. Continue efforts to normalize of¬ 
ficial relations with all ASEAN states 
thereBy raising the Chinese political 
profile throughout Southeast Asia. 


lurrently the PRC enjoys many advantages over the USSR in Southeast Asia, 


SOVIET UNION 


PEOPLES' REPUBLIC OF CHINA 


b. Attempt to regain influence in 
Indonesia. 

c. Play on Southeast Asian fears of 
China to encourage a pro-Soviet tilt 
in ASEAN either as an organization or 
By member countries as possible; 


b. Undertake all of these efforts 
in a slow, nearly invisible manner that 
will avoid raising fears in Asia to 
fill any vacuum left by American with¬ 
drawal. 


Special emphasis will be placed on 
Thailand, the Philippines and Malaysia; 
B, Encourage development of ASEAN 
with special emphasis on its ASEAN and 
Third Norld character; 
c. Attempt to preclude tendency of 
these states to seek higher Soviet 
political profile by assuring them that 
China will never pose a military threat 
to them; use relations with ASEAN 
states to pressure against acceptance 
of the Brezhnev Asian Collective 
Security concept; 

d. Attempt to limit Soviet influence 
in Vietnam, especially any Soviet naval 
presence in Cam Ranh Bay. The Chinese 
can try to create and play up 0n any ■ 
possible divisions in the Lao Dong 
Party if necessary. This treat alone 
can help limit Hanoi's tilt toward 
the Russians; 
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sovrrr onion 

e. Attempt to obtain US help in 
blocking PRC plans to increase and 
spread its influence in Southeast Asia; 


3. South Asia* 

a. Strengthen relations- with India 
and Afghanistan, attempt to gain 
influence 1 r Sri Lanka and retain in¬ 
fluence tn Bangladesh; 

5. Concentrate on enhancing the 
psychological influence of the Soviet 
nayal presence in the Indian Ocean, 
while painting the US as the primary- 
intruder into the "Indian Ocean lone 
of Peace.“ 


PEOPLES* REPUBLIC OF CHINA 

e. Maintain cooperative presence 
in both Cambodia and Laos as a 

a; possible means of restraining Hanoi’s 
subversive efforts toward Thailand; 

f. Continue support to insurgency 
movements in Thailand, Burma and 
Malaysia. 

g. Cultivate, discretely, the Chinese 
communities in all ASEAN countries. 

3. South Asia 

a. Retain strong relations with 
Pakistan; 

f?. Offer to India the hope of improved 
relations with China in direct pro¬ 
portion to the limits on Soviet naval 
and political presence in the area; 

c. Cultivate the states on the 
western littoral of the Indian Ocean. 



SOVIET UNION 


IAL 


PEOPLES' REPUBLIC Of CHINA 
4. Australia and New Zealand* ' 4. Australia and New Zealand 

a. Continue to cultivate radical a. Develop trading connections and 

elements In tfie political spectrum of interests; 
each country to worK- : against AN2US 
security links and associated security 
installations. 

5. Cultivate pro-Peking factions 
in respective radical movements. 



*!ifiicner tns PRC nor the Soviet Union seems to have the edge in this area. 







( 


I. ASIA IN THE SHI FTIKS BALANCE OF WORLD POWER 
A. Asia in the Global Context ' 

Half of a global US foreign policy must address Asia. In a 
global policy the relationship between the United States and the Soviet 
Union will be the single most important driving force of world politics 
during the next decade. The ambiguities of this relationship are 
esoecially complicated in Asia where the general policies of the super¬ 
powers are modified by the varying influences of the Peoples' Republic of 
China, Western Europe, Japan and many smaller but viable states such as 
Iran, Indonesia, Vietnam and South and North Korea. Sino-Soviet anta¬ 
gonism in particular creates options and opportunities for the United 
States as it adjusts to the evolution of power in the Asian-Pacific area. 
Although the Sino-Soviet conflict has been particularly manifest in South 
Asia few observers regard the remainder of the Asian-Pacific area as 
a prime source of US-Soviet tension. Nevertheless, constricted US prestige 
following the "Vietnam exodus," expanding Soviet regional involvement, 
increased Chinese capabilities and the potent Japanese economic role in 
both Asia and elsewhere necessitate a more critical assessment. 

The collapse of our efforts to prevent communist domination of 
Indochina unmasked our inability to guide our actions with a set of pur¬ 
poses the American people would support. Vietnam is over; the need to 
clearly understand our changing status and redefine a creative and credible 
policy for Asia remains. 


7 Appendix !, same title. 



Summary c- 




The future of the United States is intertwined with Asia, an 
area populated by one-half of the human race with roots in civilizations 
older than our own. American interests in the Asian-Pacific area derive 
frost our status, position and purpose as one of the world's two leading 
powers and from the complexity of our needs in the overall region. The 
primary American security objective is to ensure that no single country 
or coalition of countries hostile to the United States achieves ascendanc; 
in East Asia, the Western Pacific or its approaches. This objective re¬ 
volves around Japan—the country in Asia whose political, economic and 
territorial integrity and security is vital to the preservation of US 
security in the Western Pacific. 

Finally, the fact that the US, the Soviet Union, Japan and 
the PRC impinge upon one another presents the US with opportunities to 
advance US area interests there in ways that can contribute to global 
equilibrium. 

Intrinsic Characteristics . Asia, east of the Urals and 
the Pacific, covers one-third of the surface of the earth. There are many 
anomalies between the countries of Asia with their existing diversity, 
their historical grandeur and tremendous potential as they move to obtain 
the accomplishments of the technological-scientific revolution. 

Asia's racial variations are probably greater than in other 
portions of the globe. The number of religions, the separate political anc 
social cultures and the varying degrees of economic development are also 
extremely diverse. Asia ranks high on every scale. Hot surprisingly, 
the major powers of the globe find their spheres intersecting in Asia. 
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Presumably, the territories of Asia and the Pacific 
Basin contain roughly the sane general distribution of resources as the 
portion of the globe's surface which they comprise even though the huge 
oil reserves of the Middle cast may not be duplicated elsewhere. Conse¬ 
quently, the ability of adversary countries to gain ascendancy over Asia 
and its manpower could dramatically influence the world balance of power. 
Roughly one-fourth of US trade [exports and imports} is conducted with 
East Asian countries. For the last three years, two-way trade between 
the US and Fast Asia exceeded in value the trade conducted between the 
US and the EEC. 

Major, Intermediate and Minor Actors . The United States, 
emerging out of the Second World War as clearly the leading world 
power, is being challenged for preeminence by the Soviet Union. In recent 
years the Peoples' Republic of China has contested the Soviet Union for 
leadership of the communist world. This competition for primacy is evi¬ 
dent among the many parties of the splintered cournursist movement and among 
revolutionary movements and radical governments in the Third World. 

Fearful of a Soviet military riposte, the PRC has opened diplomatic doors 
to the United States so as to minimize risks of Soviet nuclear attack. 

The dynamic, three-sided interaction process between Peking, Moscow and 
Washington is most apparent in Asia. It issues from the political-economic 
influences projected by these three potent nations and their military 
forces, all of which vary significantly. Pairs of this triad share 
parallel interests, even though each nation rejects the foreign aims. 
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ideology, and social structuresof both the others. Such complexity pro¬ 
vides US foreign policy with a range of opportunities. 

As long as the Sino-Soviet conflict continues, neither 
the Soviet Union nor the PRC wants the United States to move closer toward 
its communist rival for fear that a gain for one will be a loss to the 
( other. Both the Soviet Union and China find satisfactory relations with 

the United States valuable to them. Factors which dynamically affect 
interactions within the big three triangle are: (a) the expanding drive 
for influence by the Soviet Union from its ever-expanding, many pronged 
military arsenal including its growing seapower; (b) the growth of trans- 
ideological economic arrangements; (c) the reduction of US military forces 
r in the Asian-Pacific area; and (d) the intense USSR-PRC competition for 

influence in Asia, the Middle Bast, Europe and Africa. 

The US and the Soviet Union will remain the principal con¬ 
tenders for influence in a militarily bipolar world in addition to which 
only China and NATO count for much. Because of their industrial or oil 
power, Western Europe, Japan and OPEC play important roles in today's 
multipolar diplomacy in which economic factors have become matters of high 
policy. Except for impressive Soviet commitments and achievements in 
military capabilities, the Soviet Union and Cisvna remain behind the United 
States technologically and economically. Given such advantages and free 
of the bitter ideological conflict gripping Peking and Moscow, the US 
should be able to maneuver diplomatically with far greater ease with each 
of them than the other powers can with their rivals. 
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The pursuit of peace and prosperity irt Asia, in particular, 
will depend on the depth of US cooperation with Japan. Japan occupies 
a unique category in the hierarchy of nations. It is not a great power 
in the traditional sense, yet its huge economic productivity--greater 
than all the countries of East Asia and the Pacific cotr.bined--gives it a 
unique capacity of attraction and influence. 

Significant roles in the unfolding Asian drama will be 
played at lower levels of influence by many other nations beyond those 
already mentioned including, Thailand, Malaysia and Pakistan. From 
time to time, US officials have tended to overlook the intrinsic impor¬ 
tance of the lesser powers and smaller countries which frequently create 
the problems which compel great power involvement. 

Reoions Strategically Linked to Asia 

Europe: The' MATO . The Soviet Union, an imperial 
power located in the midst of the Eurasian landmass, is apprehensive about 
the possibility of conflict or pressures being applied against it simul¬ 
taneously from its western and eastern extremities. Moscow is especially 
concerned about any strategic collusion between the European NATO allies 
and the Peoples' Republic of China. The ubiquitous strategic missile air 
and naval power of the United States and the US-Japanese alliance also 
deeply concern the Soviets. 

ror almost a decade, the Peoples’ Republic of China 
has welcomed a strong, united and economically prosperous Europe. China 





completely supports the idea that Western Europe should become stronger 
and more powerful. The Chinese also agree that Europe is (next to them¬ 
selves) the most valuable strategic area in' the overall confrontation 
between the US and the Soviet Union. It is quite probable that the 
Soviets would like to neutralise any possible threat on their western 
front, with such means as the Helsinki Conference Declaration, before 
applying the full pressure of their power against the Peoples' Republic 
of China. 

As late as fifteen years ago, the Mediterranean was 
essentially an American sea, and we had access to bases on both its 
southern and northern shores, flow all the southern bases are denied and 
our access to Turkish bases is practically closed. Access to Greek bases 
is severely limited. The Soviet Union has benefited from these develop¬ 
ments. The divisive Soviet-European diplomatic offensives and the growing 
power of the communist parties on the southern flanks of Europe's Mediter¬ 
ranean coastline also weaken NATO. Consequently, the value of any strategic 
gain which the United States achieved as a result of its new relationship 
with China should weigh even higher in Washington calculations. 

Eastern Europe . The Peoples' Republic of China also 
has substantial interest in developments in Eastern Surope.. The Chinese 
have good contacts in Yugoslavia and P.omania; Albania is a Chinese ally. 

The Chinese hope to encourage the Eastern European countries to act as 
independently as possible from the Soviet Union. The Soviets are pushing 




ahead as rapidly as possible to extend their influence in Western Europe, 
and at the sane tine keeping as tight a control as they can on their 
Eastern European ’’allies,'' 

The Middle East . The area between the Eastern Mediter¬ 
ranean, the Persian Gulf and the Indian Ocean has been for two decades 
the scene of military conflict and confrontation which potentially can be 
the most dangerous to the survival of the international system. China, 
playing a minor role in Middle East-Indian Ocean affairs, except in 
Tanzania on the East African littoral, has denounced both the OS and the 
Soviet Onion for "imperialism" in the region, 

A continued stalemate in the Kiddle East is as unlikely 
as a real pe 2 ce. There is an old Islamic rule that temporary truces may 
be made with enemies of Islam, but not real peace. The Soviets’ partici¬ 
pation in the Kiddle East power game permits OPEC's oil pricing to weaken 
Western Europe and Japan economically thus adversely influencing develop¬ 
ments on both the western and eastern rimlands of Eurasia. The Middle East 
thus affects US policy options in the Asia-Pacific region. 

■ The Power Factor . There are more men under arms in Asia 
today than in any other part of the world. The Soviet Union has the 
largest military machine ever created irt peacetime, and a sizeable pro¬ 
portion of it is deployed in Asia. Except in jet aircraft and modern naval 
craft, the total armed forces of the Asian countries are greater than those 





of NATO. In sum, the tinder for a major conflagration is present in 
Asia, and because of numerous potential conflicts and tensions, will 
persist. 

Detente . US detente policy seeks to ensure that our 
competition with the Soviet Union and the Peoples' Republic of China re¬ 
mains within a peaceful framework. The US efforts toward detente with 
the Soviets and the PRC differ markedly in kind and scope. The primary 
US aim of detente with the Soviets is to render improbable the outbreak 
of a thermo-nuclear war between the two nuclear superpowers. Detente 
with the PRC, in the exploratory stage, rests on the mutual suspicions 
which the Chinese and Americans share regarding ultimate Soviet intentions.- 
While the results of US-Soviet detente are controversial, 
the purpose is not: more negotiation and less confrontation is preferable 
in every region where the superpowers touch. At this'stage no one knows 
how long detente will last. Moreover .measuring its progress is difficult. 
Detente might be measured by the real reduction of Soviet capacity to 
resort to force (or the'threat of force) in settling international issues. 

8y this measurement, detente seems more advanced in 1970 than 1975; we have 
less unilateral ability toddy to restrict destabilizing Soviet actions 
than we did in 1970. 

A strong, independent China, thus, becomes crucially im¬ 
portant in the global power equation, as of course,does a viable and inde¬ 
pendent Japan. 


B. Strategic Relations in the Asian Dimension 


The Major Powers 

The Soviet Union . The ultimate objective appears 
to be global political ascendancy, if not hegemony. Moscow's strategy 
attempts to manipulate a "correlation of forces” to influence an oppon¬ 
ent's behavior to Soviet advantage. 

The PRC . The Chinese ultimately seek to restore the 
Middle Kingdom to its former preeminence, but on a world rather than 
solely Asian scale. Before it can pursue this grandiose, but remote 
objective through its version of world revolution, the PRC must first 
assure its own independence against a range of Soviet military and politi 
cal threats. 

Japan in Asia. Japan is both a source of dynamic 
influence and an object of strategic cultivation. The intrinsic impor¬ 
tance of the US-Japa.nese alliance should be obvious: a shift of Japan 
from the US orbit to either the camp of the Soviet Union or to that of 
the Peoples' Republic of China would alter the Sino-Soviet conflict 
favorably for that side. Simultaneously, the security of the United 
States itself would be undermined. (See Annex 1 for a full consideration 
of Japan.} 

Since the PRC represents a proximate and growing 
threat to Soviet security, a prime Soviet aim is to reduce or eliminate 
the threat. Soviet foreign policy goals require either cooperation with 
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or neutralization of the PRC. China is apprehensive about a series of 
Soviet “encirclement ssaneuvers.* Peking appears to perceive the Soviet 
Union as a rising power and the US as declining power which nevertheless 
can be useful to them for a period of time. 

The Minor Powers . The minor powers in Asia will either 
( he the objects of Sino*5oviet manipulation or their potential recruits. 

Many of them are now aligned with the US and should remain so aligned 
if we play our hand well. The following annexes present the situation 
and potential role of these countries: 

Korea: Cockpit of Confrontation irt Northeast Asia (Annex 2 } 

The Republic of Taiwan: Whither the US? (Annex 3) 

^ Vietnamese Power: To What End? (Annex 4) 

ASEAN: Political/Economic/Security Potential (Annex 5} 

An Asian Identity for the Philippines (Annex 6} 

Thailand Faces the Future (Annex 7) 

Indonesia: Great Expectations (Annex S) 

The Soviet Approach . As we attempt to delineate some of 
the probable courses of Soviet policy it) Asia after Vietnam we should avoid 
assuming that because the US failed in Indochina, so too will the Soviet 
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Union 'fail in achieving its goals. The Soviets have certain advantages 
over the US in defining and carrying out their foreign policies. 
Specifically, Soviet leaders have a strong sense of national purpose, no 
meaningful domestic opposition to their foreign policy and, despite set¬ 
backs, perceive a net record of success—since the Cuban missile crisis 
the overall trend-shifts in political influence and military power have 
been in their favor. Finally, the Soviets seem to belive that the US 
now lacks the will and imagination to frustrate increased Soviet activity 
in Asia. Soviet policies in Asia issue from both perceived opportunity 
and the necessity of neutralizing the PRC threat to Soviet security. 

The broad Soviet formula for Asia, that of an area-wide 
collective security program, resembles the European security proposal 
initially made with respect to Europe at the 12SS Summit Meeting. The 
purpose of the Soviet-Asian collective security plan is the isolation 
of the PRC politically and militarily. 

Steady augmentation of Soviet naval strength will project 
the Russians into Asian oceans, from the Indian Ocean to the Pacific. 
Soviet forces equipped with tactical nuclear weapons will remain stationed 
on the Simo-Soviet and Si no-Mongolian frontiers. The Soviet Union will 
probably establish a permanent naval presence in the Indian Ocean (much 
like its Mediterranean squadrons) to warn China that competition in South 
Asia would be unrewarding. 



The Chinese Counter . The Chinese seem to believe that 


the Soviets are pursuing an encirclement strategy along the lines 
hypothesized.* Unless the Soviets can block the inevitable incremental 
increase in Chinese power the Chinese will develop an increasingly 
credible second-strike capability against targets in the European area 
of the Soviet Union. Then Soviet apprehensions will rise as the Soviet 
nuclear "deterrent" will be devalued and the latitude for other forms of 
Sino-Soviet military and political conflict will widen. 

Peking has pioneered a new conceptualization of today's 
international disorder. The Chinese strategy for achieving eventual global 
preeminence is based on mobilizing the Third World (most of the globe's 
population, resources and real estate) against both the capitalist-imperia¬ 
list power, the US, and the social-revisionist power, the USSR. The 
Chinese identify themselves with the Third World, as a developing country 
like them, not as a superpower, and assert that the ultimate conflict is 
between "rural" Asia, Africa and Latin America and "urban" Europe and 
North America. The PRC is continuing to foster the "hardest" revolutionary 
activity in many parts of the world and helps provide a suitable arsenal 
to its co-belligerents. The PRC believes that insurgency is an effective, 
low cost weapons systems which can win victories or political influence. 
Although it manifests itself at the local level most obviously in military 
terms, communist-dominated insurgency is rooted In psychological-political 
warfare. 


*See Security Appendix Two 







Chinese presently Jack in military capacity to extend their influence in 
the world, they will seek to make up for by psychologicsl/political war¬ 
fare and subversive techniques, 

The Succession Problem . Neither the Soviet Union nor the 
PPX has a system for transferring power from an incumbent to a successor 
that is recognized as legitimate and acceptable by all politically im¬ 
portant segments of their respective societies. The crucial question is. 
will either or both countries face a leadership crisis as the baton of 
power is transferred? The Soviet Union has acquired some experience in 
managing succession since Stalin died in March of 1953. Ko one can know 
whether all factions in Moscow support detente with the US and confron¬ 
tation with the PRC. It seems logical, however, that the Soviets would 
not like to cope simultaneously with a conflict over policy and a conflict 
over leadership, if this contention be true, there is little chance of 
a major upheaval or policy reversal taking place in Moscow when Brezhnev 
leaves the seat of Soviet power. 










The situation in Peking is more complicated. The Chinese 
Communists have had no experience in transferring power. Host likely the 
Soviets are already cultivating political proteges in Peking and in some 
of the border provinces. But Peking, aware of the danger, is doubtless 
taking measures to insulate itself from Soviet machinations. 

Nevertheless, the excessive deification of Mao and the 
partial destruction of the party which took place under his leadership 
have already created conditions that will be hard for any new leader to 
master. The first task of any new Chinese leader will be to gain full con¬ 
trol of the party reins. A return to orthodox communism with a restore} 
of relations with Moscow would be difficult to attempt let alone achieve 
during the initial post-Mao phase of power consolidation. 

There is little that the US can do to influence the 
Chinese succession scenario outcome. Under these circumstances, the best 
we might do is to advise Moscow against fishing in any troubled Chinese 
waters after Mao's demise. 

■ Competing Policies . The policies which both the Soviet 
Union and the PRC are likely to pursue in the various regions of Asia are 
almost mirror images.. In short, whatever the Soviet Union will try to do 
vis-a-vis country X, the PRC will oppose and vice versa. 

In the Asian milieu of conflicting ambitions, America's 
action or inaction inevitably influences the perceptions and actions of 
others who have the ability to create conditions in the area detrimental 
to the equilibrium we seek. Nevertheless, the US cannot bring about and 
sustain a global political environment compatible with its open pluralistic 
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socio-economic system unless it maintains a viable and cooperative 
association with many of the nations and people of Asia, Development of 
creative policies for cooperative association with the nations of East 
Asia requires clear understanding of the current strategic environment in 
each of the subregions therein-. 

The Dynamics of Conflict and Competition in the East Asian 

Subreoions 

Northeast Asia . 

Introduction . Northeast Asia is an engagement 
ground for four world powers (US, USSR, PRC and Japan). The interaction 
of these four powers in Asia affects, in turn, the interaction of two of 
them (US and USSR) in and with the fifth potential world power center, 
Western Europe. A common assumption is that "detente" and a continuing 
East-West balance of power in Europe are possible over the long run only 
so long as there is a similar "equilibrium" of power in Asia, This 
assumption is perhaps valid, but the nature and viability of a lortg-ter® 
equilibrium or "structure of peace" in Asia, or even gust Northeast Asia, 
is not easily defined and maintained. 

The Actors , The nature and scope of the presence 
and the interests and objectives of each "major power" in Northeast Asia 
varies, and no single power is "major" in all aspects of its presence. 

The Japanese are the economic power indigenous 
to the region. They have strong economic bonds with almost all of the 



states in Asia and the Pacific, including Australia. They have no signi¬ 
ficant military power and so far have not really sought a politically 
active role. The Chinese have limited economic power and “presence" 
in the region. Their political clout is exceptionally large, approaching 
that of the US and superior to that of the Soviets, The Chinese do not 
equal US-USSR superpower status and presence in overall political and 
military terms, but the ground conventional military manpower of China 
could challenge that of the Soviets. The Soviet-US nuclear power balance 
of terror hangs over the entire region. There are in effect two super¬ 
powers in overall political and military terms: US-USSR; two superpowers 
in economic terms: the US and Japan; and a politically and potentially 
militarily potent China, 

Competitive interests 

< _ The United States . The United States is 
committed by treaty to the security of Japan, South Korea and the Re¬ 
public of China on Taiwan. 

. The USSR and the PRC . The Chinese-Soviet 
alliance is currently moribound, and they instead compete for influence in 
North Korea--or at least to prevent one or the other from establishing 
1inks_ to North Korea that would exclude the other.- 

The current objectives of the USSR and the 
PRC in Northeast Asia are presented at the end of Appendix One. 



The Current Status . Northeast Asia is 
currently in a state of uncertain equilibrium. This "equilibrium” a 
attendant "peace" are maintained through threats of war between the \ 
Koreas and thus far successful Japanese defensive balancing of compel 
Sino-Soviet interests in the area. The Japanese, however, are uneasj 
about their position and the conflicting diplomatic pressures they re 
from both the PRC and the USSR. 

This state of affairs in Northeast Asia 
unstable over the long run because there is no "consensus" among the 
powers to work toward real peace in Korea and no reduction of effort I 
the Soviets and the Chinese to achieve ascendancy in the area. For tl 
short term there appears to be no alternative to maintaining this “no; 
no peace" equilibrium with shifts and readjustments as the conditions 
. great power confrontation change and the economic, political and milit 
capabilities of the other actors, including both Koreas and Taiwan, al; 
change. The major powers should, however, begin to seriously consider 
in which they might all be able to reduce or eliminate contentious invi 
ment in the area and work toward real peace in Korea. 

Each of the country annexes expand on th; 
basic themes, patterns of action, and objectives of the great power ini 
relationships. They also define American interests in more detail and 
recommend appropriate American policies, including their phasing for th 
near term, and present some speculations for the remainder of the centu 
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Southeast Asia:. Domination, Division or Solidarity?_ 

Introduction . The suddenness and scope of the 
spring 1975 sequence of events in Indochina have resulted in a dramatic 
change in the regional balance of power that requires all major Southeast 
Asian actors to reassess their policy interests and objectives. Hanoi's 
increasingly powerful position in the region {see annex on Vietnam} and 
the diminising US presence confront policymakers in the remaining non- 
communist nations with hard decisions. For the past two decades^ __ 

two Southeast Asian nations—Thailand and the Philinnines_havn 

linked their security policies directly to US power in the region. Other 
states sought "neutrality" between US or PRC power (Burma and Malaysia). 
Singapore and Malaysia are members of the Five Power Pact with Australia, 

( ftew Zealand and Great Britain who are allies of the United States, 

Indonesia, since 1965 had begun to lean increasingly toward the US. 

The US defeat in Indochina and the current Con¬ 
gressional attitude toward a US role in the area make future reliance on 
American power a tenuous exercise at best. Thus, the leaders of Thailand 
and the Philippines have moved rapidly to recognize Peking and make over¬ 
tures to Hanoi and Cambodia. Now all the ASEAN nations {Indonesia, 
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Thailand, Philippines, Malaysia and Singapore! are attempting to hedge 
their bets by offering an appearance of neutrality in an effort to offend 
no one. These countries are wary of Hanoi's power and unknown intentions. 
They fear the probability of intensified competition between the PRC and 
the Soviet Union for ascendant influence or, in the distant future, 
"hegemony," and the possibility of total US disengagement from the region 
in the near future. 

However uncertain the situation may now seem to 
the ASEAN nations, it is considerably less precarious than it might have 
been had Indochina come under communist control ten or twenty years ago. 

The deep U5 involvement in Mainland Southeast Asia since 1954 bought 
valuable time for the ASEAN nations to build up their shaky economies, 
gain national self-confidence and identity and develop the basis for in¬ 
digenously-inspired regional cooperation. Some states did not use this 
time as well as they might have. Indonesia's shift away from the communist 
orbit on the other hand, might be attributed in part at least to the step- 
up in 1955 of US involvement in Vietnam. 

' The Primary Actors , The interests and 
actions of the US, USSR, PRC and Japan converge again in Southeast Asia. 

The nature of the power and influence of each-of these nations is also 
as varied in Southeast Asia as it is in Northeast Asia. 

The Peoples' Republic of China is probably 
the major political "force" in the area. This force or “presence," 
however, is in many respects still latent and "magnetic" in character. To 
date the Chinese have not tried actively to seek ascendancy or "hegemony" 
in Southeast Asia. Most of the Southeast Asian states are coming to the..' 3 




Chinese seeking new relationships. The Chinese will be a major factor 
in the foreign policy of every country in the region simply by virtue of 
their vast population, their political system, their military strength, 
their ideology, their potential influence with Chinese minorities through¬ 
out the region and their party-to-party contact with communist movements 
in every state in Asia. 

japan is the dominant economic power in 
Asia. Its potential political influence is not inconsequential, but it 
is a manifestation of economic power rather than a calculated political 
program. 

The United States is reducing its military 
presence in the region. The American political presence is also declining, 
but remains consequential. In fact, there appears to be a perceived need 
on the part of most of the Southeast Asian leaders to consort with the US. 
The US retains political interests and ties in the Philippines and Thai¬ 
land, and could expand those with Indonesia. The already considerable 
US economic presence in the area is either expanding or holding its own 
rather than contracting. 

The Soviet Union's presence and influence is 
growing, particularly in Laos and Vietnam. Its growth in other non- 
communist countries tihe Thailand and the Philippines will be affected by 
how these countries believe the PRC will react and their capacity to cope 




The Chinese concern for and "fear" of any expanding Soviet influence in 
Southeast Asia is intense. Soviet military power in the region, projected 
via the Soviet navy, is still nowhere near that of the US or PRC, hut 
it can be expected to grow. 

. In sum, of the major power actors in the 
region, there are two major political powers; the PRC and the US with 
the PRC ascending and the US descending; one super economic power; Japan; 
a lesser economic power: the US; three military powers: two of which are 
growing within the Pacific area; the USSR and the PRC and one still potent, 
but declining: the US. 

The United States retains security "ties” 
with Thailand through the Manila Pact and the Philippines also through the 
Pact but primarily through the US-Philippine Mutual Security Treaty. The 
PRC and USSR both have security assistance relationships with Hanoi. 
Australia and Hew Zealand have limited military defense arrangements with 
Malaysia and Singapore. 

Vietnam currently stands unchallenged as 
the major indigenous military and political power among all the Southeast 
Asian states. Indonesia is a potential major political and military power, 
but its economic and political development problems are formidable and 
the future cohesion and viability of the country is uncertain. Thailand 



is struggling to develop a workable new constitutional political process; 
the Philippines is still trying to develop a clear Asian identity for 
better acceptance by its Asian neighbors and also deal with Muslim in¬ 
surgency in Mindanao; Malays is is in constant communal tension. Surma 
is neutral and isolationist, although it has lately begun to seek some 
assistance, even from the US. Singapore alone among the non-corsraunist 
states appears to have a fully viable political, social and economic 
process. 

ASEAN is the sole regional grouping free 
from great power connections. It is still a weak organization seeking 
to improve political and economic cooperation. ASEAN's future very much 
depends on (1) now it adjusts to Vietnamese power in Indochina, either 
by taking the Indochinese states as members or ending up in political, 
economic and psychological confrontation with them; and (21 whether the 
current member states of ASEAN can put aside their past differences and 
begin to really work together. The prospects in this latter area are not 
yet very good. 

South Asia-The Indian Ocean Conflict laboratory (See 
Annex 9), The manner in which the Sino-Soviet conflict has been waged in 
South Asia and in the Indian Ocean-Persian Gulf area may give a clue to its 
future conduct there and in other regions of Asia. Since the spring of 
19S9, the Soviets have maintained a permanent surface naval vessel presence 
in the Indian Ocean. In general, around the Northern Indian Ocean littoral 
there appears to be emerging two cooperative groups competing with each 
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other: {1} the USSR, India, Afghanistan, Iraq, South femen and Somotia; 
(2) the PRC, Pakistan and Iran, Saudi Arabia and Tanzania. Iran is 
becoming a major regional power. The Soviet Union has persistently pur¬ 
sued expansionist policies in the region and although mistrusted enjoys 
considerably more influence in the region today than ten years ago. The 
Soviet naval advantage over the US in the Indian Ocean is established 
(more ship pays and more facilities) and is likely to grow with the 
opening of the Suez Canal despite continued US development of Diego Garcia. 

By establishing a position of great influence in the 
Indian Ocean and its littoral, the USSR can help implement its containment 
policy toward China. The PRC has intruded into Tanzania and Mozambique 
in competition with the Soviet Union, which is likely to contribute to 
the radicalizaiion of this region at the expense of Western influence. 

Regardless of its behavior elsewhere, the evidence of 
the past decade does not suggest that the Soviet Union has a real and 
sustained desire to stabilize the equilibrium of the countries located 
along the Indian Ocean's northern littoral. As a global power, the 
United States interacts with its adversary.the Soviet Union, in most 
regions of the earth. Increasingly, the Indian Ocean region has become a 
•theater of growing Soviet-US contention. The extent to which the US 
attempts to monitor, keep abreast or surpass the spread of Soviet influence 
in the Persian Gulf-Straits of Malacca arc will be in part dependent on how 
the US perceives its interests in this part of the world. (See Annex 9.) 




Australia-few Zealand and the South Pacific*. The two 


principal countries in the South Pacific, Australia and New Zealand, are 
so situated geographically that security problems comparable to those 
currently faced by other countries in the Asian-Pacific region simply do 
not exist for them. Informed Australians would deny any threat confronting 
Australia via the expansion of sene variant of Chinese communism down 
through Southeast Asia into Indonesia, Although this .threat may be 
blocked by the emergence of a strong, united and independent Vietnam, it 
has not altogether disappeared. The buildup of Soviet naval forces in 
the Indian Ocean would have to be even more evident and impressive than 
now appears to be the case for the Australians to worry about a threat 
from that region. By the end of this century Australia may face a potential 
threat from China if that country becomes the predominant power in Asia. 
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il. US GOALS, INTERESTS AMD STRATEGIES Itt ASIA . 

The three sections that follow discuss in detail US security, 
political, economic and cultural objectives, the interests that derive 
therefrom, the dynamics of interactions and interrelationships that affect 
these goals and interests and finally, policy recommendations for achieving 
and protecting these goals and interests in East Asia. 

The basic strategic concept v;e develop for informing US actions 
in and toward Asia is presented in the Security Appendix. It is axiomatic 
that the many strands of strategy should Be woven together into a mutually- 
reinforcing and integrated process of actions, Vet such coordination among 
those US executive departments and agencies charged with various aspects of 
foreign policy is difficult to achieve. The organizational factors that 
impede coordination are outside the purview of this study- The task of 
coordination, however, is made easier if the philosophies and policies pursued 
in various programs are compatible with each otter. The broad problems con¬ 
fronting the US in the Asian-pacific area in the realms of security, economic 
relations and psychological-cultural interactions between the US and the 
peoples of the many countries in Asia have been addressed in this manner. 

Each' appendix contains general policy prescriptions which are set forth 
sequentially. [Specific.policies for regions and countries are presented 
in Part IV and the country annexes.} 



A. Security Interests. Concepts, Threats and Capabilities 
Goals . 

Security . The primary US goal in East Asia since the 
early 1950s has been to prevent the domination of that region by a single 
power hostile to the United States, In the mid-1970s it is highly unlikely 
that any power--the USSR, the PRC. Japan or lndia--the four strongest 
indigenous powers (a good part of the USSR is in Asia) or the United States 
could dominate or even achieve ascendancy over all of East Asia. The 
countries of Asia are too heterogeneous, their people too nationalistic and 
too resilient to acquiesce readily in the domination of all of them by one 
of their members. Conceivably, a combination of the USSR and the PRC could 
dominate the vast continent as could (less conceivably} a tight alliance 
between a remilitarized Japan and either of the communist giants. But such 
alliances are unlikely and, if they could be formed, would not endure very 
long. On the other hand, it is conceivable that all of the countries of the 
Asian mainland and certain off-shore island countries could come under the 
control of nationalist-communist regimes. 

It is also conceivable that either the Soviet Union, the 
PRC or both might try during the current period of confusion and insta¬ 
bility to achieve an ascendant political and psychological posture in the 
region, of the type the United States achieved in the mid-60s (and has 
since lost). Though we now view such ascendancy as either impossible to 
achieve or maintain, both the PRC and the USSR themselves continue to draw 



much attention to this threat in their incessant denunciation of each 
other's "hegeraonial designs" in Asia. 

The essentia] point is that even the process of intense 
competition between powers hostile to the United States for overwhelming 
ascendancy or "hegemony" in Asia, whether successful or not, can be nearly 
as detrimental to US security, political and economic interests in Asia 
as would domination by a hostile power(s). 

A Secondary US security goal in East Asia, therefore, 
is to try to limit the opportunities for or mitigate the consequences 
of intense competition for ascendancy by powers hostile to the US that 
threatens the prospects for continued development of pluralistic social, 
economic and political systems in the non-communist countries of the area. 

A precipitious US military and political withdrawal from one of the regions 
of the East Asia-Pacific area could catalyze such excessive Sino-Soviet- 
Vietnamese competition. 

A related major US political objective in Asia is 
the continued independence of the remaining non-coaimunist countries while 
encouraging their political systems to improve human welfare and protect 
basic human rights of their citizens. This objective is less related to 
narrow security interests than to the national purpose and status of the 
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United States. The United States cannot proclaim and protect its vital 
interests in the world simply in anti-communist or mere status quo mili- 
tary balance of power terms. One of the lessons of Vietnam must be that 
we vivify our foreign policies and actions with constructive political 
purposes. In general, however, most of our political objectives in Asia, 

( particularly in Southeast Asia, despite their importance, would not, under 

present circumstances, justify military intervention to either promote Or 
protect them. 

!n sum, the US seeks in Asia the promotion of an 
international environment in which the pluralistic, democratic American 
social system, rooted in a free-market economy, can continue to flourish. 
Expressed negatively, the corollary interest is to prevent the erosion or 
destruction of that environment by hostile forces. Currently, and for 
the next ten or fifteen years, the Soviet Union seems the only power 
capable of eroding this environment on a global scale. China already has 
this capability vis-a-vis some cbuntries in Southeast Asia. Perhaps in 
the longer range—at some time before tbe end of this century—the PRC 
might pose the greatest threat to American interests in all of Asia and 
elsewhere. 

Although the results of the detente process are not 
yet in, it is recognised that Soviet actions could destroy detente. 

The Soviet net military posture vis-a-vis the United 
States has gained significantly during the past decade. Taking the fore¬ 
going into account, US diplomacy in Asia should seek to induce the nations 
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in the region to resist Soviet pressures and temptations. Unless the 
Soviet Union obtains ascendancy in Asia it cannot achieve it on a global 
scale. The prevention of 5oviet ascendancy in Asia is achievable. 
Specifically, it would involve: 

— maintenance of the US-Japanese alliance as the lynchpin of 
our security system for the Asian-Pacific region. An independent South 
Korea is essential to this goal. 

— continuation of the liaison and case-by-case cooperation 
with the PRC. 

— assuring, if possible, the independence of all of the ASEAN 
grouping of nations, but, unequivocably, the independence of Indonesia 
and the Philippines within that grouping. 

In the context of global US strategy, an independent 
China diverts Soviet energies and resources from its western borders to 
its Asian front. Similarly, from Peking's perspective a strong Western 
Europe, linked to the United States through NATO, diverts Soviet attention 
and capabilities from the Sino-Soviet frontier. 
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In Asia the US should seek to maintain equilibrium 
by maintaining a calculated, varying diplomatic distance between the two 
conuiunist powers on a case-by-case, region-by-region basis. 

S, Threats to US Objectives 

The threats to the stability and hence to the peace and security 
of the Asian-Pacific area rise within many of the countries and regions 
themselves: from.the Sino-Soviet conflict and the Soviet and Chinese 
military deployments related thereto; from the importance and vulnera¬ 
bility of the sea lines of conraunications; from the capabilities and 
policies of two middle-rank communist powers [Vietnam and North Korea); 
from conflicting ideologies and movements including Muslim independence 
forces; from socio-political unrest that results from population pressures, 
excessive urbanization and inadequate development programs; from highly 
charged nationalism and finally the decreased credibility of the United 
States as a power concerned about instability and able or willing to 
support collective or unilateral security efforts. 

There is no evidence that either the Soviet Union or the PRC 
will abandon the threat or the actual use of force as a fundamental element 
of their foreign policies. Nor is there evidence that they can categorically 
control the external activities of either Vietnam or North Korea. 

The Soviet navy is becoming a threat to the United States' 
objectives and interests in Asia. If the US further reduces its naval 
forces in Southeast Asia or loses access to the Subic Bay facilities in 



the Philippines, the Soviet Union could upset the entire balance of 
power in Asia if it can obtain use of the Cam Ranh 3ay naval facilities 
in Vietnam, Currently, it is unlikely that the Vietnamese would approve 
such a Soviet presence because of the risk of provoking countermeasures 
from Peking. The Chinese do not yet pose much of a strategic threat to 
the US, although they now have missiles that could reach Japan. 

Conventional threats to US interests or that of its allies 
in Asia come from four sources; the USSR, the PRC, North Korea and 
Vietnam. The Soviets can now or in the near future threaten the sea lanes 
of Southeast Asia and the Indian Ocean, The North Koreans are a potential 
threat to attack South Korea. The North Vietnamese military forces are a 
direct conventional threat to the Thai even if the current prospects for 
a conventional Vietnamese assault are remote. The Vietnamese could also 
eventually pose a serious threat to oil and fishing interests and all 
shipping in the Gulf of Thailand and the South China Sea. 

The most immediate threats to peace and stability in Asia come 
in the form of insurgency with external support and political and psychologi¬ 
cal warfare. The North Vietnamese and the Chinese are the most dangerous 
sources of threat in both these areas—either in cooperation or competition 
with each other. The United States' problems may increase over the next 
several years if the Vietnamese communists decide to grasp the opportunities 
won by their successes to further enhance their status in the Third World. 

The Soviets and Chinese may bring about or be drawn into intra-party commu¬ 
nist conflicts in Asia that could manifest themselves in guerrilla warfare 
between communist movements fighting each other and government forces at 
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C. U$ Capabilities 

US forces remain essentially in a forward basing posture. 

During the initial pest-Indochina phase the forward basing posture should 
be maintained as completely as possible. In the next phase (1976 to 
approximately 1980} adjustments may be made in this posture depending on 

r' 

political attitudes of host countries and changes in US capabilities and 
international development. As a general rule the US should not pull back 
or reduce its forces if asked to or if the presence of US forces becomes 
a serious source of political agitation. The removal of combat forces, 
however, need not necessarily involve the removal of advisors or supporting 
installations. With few exceptions, it is unlikely that over the long 
run the US will be able to maintain fully operational bases on foreign 
soil. Hence its evolving maritime strategy (see Appendix Two) should be 
based on US territory and on mobile seatrairss using the most advanced 
technology. 

For the longer-haul, the third post-1980 phase, some of the 
present forward based forces may have to be located in Guam and the . 
Marianas if Subic Bay and Clark Field in the Philippines prove no longer 
’ viable. 

The primary mission of US Pacific forces will be: 

. — To deter conflict either via forward presence or rapid 
access to threatened areas. 
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— To monitor potentially hostile or adversary activities 
in the Western Pacific-Indian Ocean areas by air and sea surveillance. 

— To assist allied forces to enhance their capabilities to 
maintain their own national security. 

— To secure the necessary conditions that would safeguard 
the viability of the US-Japanese alliance and its implementation on be¬ 
half of US interests as well as those of Japan. 

0. US Security Interests In Asia 

h'ortheast Asia . During the irranediate post-Vietnam period 
(1975-1976) US security interests in Asia are most directly served by the 
maintenance of a close, cooperative alliance relationship between the US 
and Japan. The immediate adjustments the US makes in Southeast Asia can 
strengthen or weaken this relationship. If properly sustained, the US- 
Japanese alliance can serve as at least one pole of stability in the area 
while indigenous states readjust to the realities of a Vietnamese dominated 
Indochina, a calculated US-China rapprochement and continuing Si no-Soviet 
competition over the foreign policy orientation of the aligned and non- 
aligned states. 

The Japanese vulnerability to interruption of transit to 
distant sources of energy and other raw materials makes Japan peculiarly 
sensitive to external pressures. The power that is best able to offer 
Japan security of its trade routes against acute disruption at the source 
and enroute will be a&le-to affect Japan's future alignment. This power 


should and must be the US. 



Mutual security cooperation would require enhanced use 
of non-nuclear technology so as to enable Japan to compete in a non-nuclear 
way with the nuclear powers. Protection of US-Japan security interests 
would certainly require compatible sir defense procedures; inter¬ 
connected intelligence, warning and communications; and some increase in 
Japanese capacity to conduct interdictory naval operations. Such coopera¬ 
tion and coordination (which is currently under discussion between the two 
countries! idi in effect, what NATO seeks to ensure through its elaborate 
alliance structure. 

• Republic of Korea . US security interests in South Korea 
relate to balance of power considerations in regional terms with a poten¬ 
tial global spill-over. The OS commitment to the defense of South Korea 
contributes substantially to continued peace and stability in the Korean 
peninsula and in Northeast Asia. Sn the event of threatened hostilities 
a failure of the US to honor its commitment to South Korea could cause 
both allies and adversaries to suspect that the US political process was 
totally incapable of sustaining any security pledge. 

• Republic of China (Taiwan) . How Washington and Peking 
resolve their differences over Taiwan has a direct bearing on US security 
interests in Northeast Asia. For the US the most significant problems are; 
(a) how to change the nature, scope and tenure of US security commitment 
to Taiwan while seeking more extensive cooperation with the PRC vis-a-vis 
the Soviet Union; and (b) how to ensure that the final "solution" to the 
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Taiwan problem does not result in both the PRC and our allies and friends, 
including the Taiwanese, interpreting such a move as a “retreat" from 
any comprehensive effort to sustain an active U5 presence in Asia. 

Various solutions for the future of Taiwan are discussed in Annex 3, 
including the fact that the one China may continue to have two govern¬ 
ments controlling different parts of the Chinese territory—as has been 
the case several-times in China's long history. 

Southeast Asia . Southeast Asia seems inherently unstable. 
It also presents the most complex security problems of all the subregions 
in Asia. The heterogeneity of the cultures, languages, ethnic minorities, 
religions and political systems of the 350 million people who inhabit the 
region contribute to considerable instability within and between all the 
states of Southeast Asia. Ill-defined or artificial borders created by 
former colonial powers are another source of intrastate conflict. The 
economics of most of the states are competive rather than complementary. 
Finally, the population explosion creates even greater pressure on already 
inadequate land tenure systems and food production processes in every state 
in the region. The potential for agricultural plenty is there, but it 
will take intensive development for it to become a reality. The great 
powers, it would seem, should all want to avoid this so-called “Asian 
quagmire." It is, however, impossible to insulate Southeast Asia from 


the world. 
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US security Interests in Southeast Asia are inextricably 
linked to those of Japan in and through the region. The present and 
potential value of natural resources, including known and potential oil 
reserves in Southeast Asia, are increasingly important in a resource¬ 
scarce world. Southeast Asia .leads in tin and natural rubber production. 
This region is increasingly important in world trade and investment. 

Southeast Asia is important, however, for more than its 
resources. It is one of the most important crossroads in the world. 
Three-fourths of Japan's oil comes across the Indian Ocean and passes 
through the Straits of Malacca and Lombok. Malaysia, Indonesia and the 
Philippines sit astride the major passages between the Pacific and Indian 
Oceans. Thus, there is no way Southeast Asia can avoid being an area of 
converging and conflicting interest for the four great powers. The 
potential for great power confrontation, either directly or by proxy, 
remains substantial. Temptation for and possibility of intervention in 
one form or another is increased by the inherent instability of the region, 
particularly that caused by the long-standing differences between nations 
and ethnic groups within nations. 

The fundamental US interests in mainland Southeast Asia 
derive largely from the possible impact of events there on countries in 
Northeast Asia. Thus, if the communist forces were to gain control of 
the governments of all of mainland Southeast Asia and thereby draw the 






mainland out of the international market economy, the political and 
psychological consequences for Japan, South Korea and Taiwan would be 
seriously destabilizing. Communist control of mainland Southeast Asia 
would drastically threaten both the internal and external security of 
Indonesia and the Philippines. If Indonesia turned communist Japanese 
shipping to the Persian Gulf could be interrupted. The US has an im¬ 
portant interest in preventing those undesirable developments. 

The fact that North Vietnam has become the major middle 
power in mainland Southeast Asia presents new problems for the USSR, PRG, 
Japan and the US. The demise of ScATO and the potential of ASEAN as a 
political-economic grouping will also change the conditions for and 
nature of the presence and interaction of the four great powers in the 
region. 

North Vietnam and its primary patron, the USSR, remain 
the current major external threats to continued, relatively stable, politi 
cal and economic development in Southeast Asia. The Vietnamese, for 
example, are in a position (as described in Annex 4) to try for some form 
of Southeast Asian regional "ascendancy" of their own that could be as un¬ 
settling for Peking as it would be to the US, Japan or other smaller Asian 
countries. 

The remaining states of the region must adjust to and live 
with this new reality. How they adjust to the new situation in Indochina 
can seriously affect US interests there. Conversely, the nature of con¬ 
tinued US interest and presence can affect the nature and scope of adjust¬ 
ments and other states of Southeast Asia will have to make, and will also 
have considerable influence on Soviet and Chinese actions in the area.y-f'T’r- 
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For example, the increased probability of an eastward 
extension of Soviet power and influence from the Indian Ocean into South¬ 
east Asia and into the Pacific is a very serious and unsettling matter 
for China. The Chinese waste no opportunity to express their concerns. 
For example, the Chinese Foreign Minister, Chiao Kuan-hua in his toast 
to Secretary of State Kissinger at a banquet on 20 October 1975 urged a 
"tit-for-tat struggle against hegemonial ism" and warned, "to base one¬ 
self. on illusions is to mistake hopes or wishes for reality and to act 
accordingly will only abet the ambition of expansionism and lead to 
grave consequences.''* 

As these charges over who is seeking hegemony in the area 
indicate, Sino-Soviet competition for influence in Southeast Asia has 
already begun. The Soviets are pushing anew Brezhnev's proposal for an 
Asian Collective Security Treaty. They are describing the recent Euro¬ 
pean Security Conference as a modal for Asia. It took the Soviets twenty 
years to attain de facto recognition of Soviet hegemony over Eastern 
Europe. It is unlikely that the Soviets will be less perservering ir, 
trying to achieve and “institutionalize" a preeminent political posture in 
• Asia. It is dangerous to assume that the Soviets will automatically fail 
to achieve an influential status in Asia just because their proposal cur¬ 
rently gets a very cool reception there. 

For example, Indian collaboration with the Soviet Union in¬ 
volving Indian-Chinsse rivalry over Surma is a distinct possibility. The 
Chinese for their part may fee! compelled to exploit more seriously the 

'Cels, Leslie H., “Kissinger Warned by China of Peril in Detente Policy,” 
Few fork Times , October 20, 1ST5, p.l. 




conditions for successful insurgency in Burma. A major allocation of 
PRC resources for insurgent support or communist penetration of the 
government could lead to a Chinese proxy window on the Say of Bengal — 
which would change the strategic balance on the northeastern tier 
of the Indian Ocean. 

The Chinese can also compete more actively for power and 
influence in Thar!and, Korthem lacs, Cambodia and Malaysia. 

Such competition could manifest itself in increased Chinese, Vietnamese 
or Soviet involvement in anti-government insurgency or even inter-insur¬ 
gency factional struggles in these non-communist countries of Southeast 
Asia. 

The Thai remain fearful of the Chinese for this very 
reason, but they apparently prefer an accommodation with them rather than 
the Soviets in order to balance off the North Vietnamese. A Thai accommo¬ 
dation with China is, however, inherently unequal in the sense that China 
could easily renege on its assurances of diminished insurgent support, 
while Thailand would find it difficult to disavow puhlically diplomatic 
cooperation with the PRC. 

In the rest of Southeast Asia, China might try to utilize 
the Chinese minorities to help counter increased reliance by the states of 
the area on the Soviets. Success is by no means assured, however, be¬ 
cause these Chinese minorities are generally the strongest entrepreneurial 
class throughout the region. Communism per se is not liltely to appeal 
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to then, Chinese nationalism might. In any event, the governments of 
the region will constantly assess where Chinese loyalties lie. If the 
Southeast Asian governments seek repressive solutions, they would only 
further distrub the PRC. 

finally, China .might try direct pressure on North Vietnam 
in the form of a military threat, or promotion of contention between North 
and South Vietnamese. The Chinese could thus indirectly challenge the 
Soviet Union through Hanoi. Southeast Asia, obviously, is the most compli¬ 
cated, potential tinderbox for trouble of all the East Asian subregions. 

Termination of US involvement in Indochina and withdrawal 
of American combat forces from the mainland of Southeast Asia will correct 
the imbalance in allocation of resources that has characterized US inter¬ 
vention in mainland Southeast Asia since the early sixties. Wisdom sug¬ 
gests, however, that we do not go from one extreme to the other. It will 
be most difficult for the United States to help bring about and sustain 
a global political environment compatible with its open, pluralistic socio¬ 
economic system without maintaining cooperative associations with many of 
the nations and peoples of Southeast Asia, 

A central task confronting US policymakers is to make an 
accurate assessment of the American capacity to influence the behavior of 
the important states acting in Southeast Asia. Closely related is the will 
to act or the will of the American people to permit this country to main¬ 
tain some degree of active military and political presence in the area. 



The primary objective of the US in Southeast Asia must be 
to retain a political and psychological presence in the area that will en¬ 
able the US to limit the opportunities for and scope of intense competition 
between the cosmunist powers that would take the form of political, econo¬ 
mic and subversive interference in the countries of the area and thus 
compromise the prospects for the remaining non-cotrmunist states to develop 
reasonably open__and pluralistic societies. Intense competition between 
communist states is beneficial to the US only so long as such competition 
does not threaten the political and territorial' integrity of our non¬ 
communist friends and allies. 

• Some US presence is prerequisite to achievement of our major 
overall objective: maintenance of free access to and security of Japanese 
and US economic investment and shipping throughout the area. The US can¬ 
not tolerate the achievement of ascendancy in the area by a power or group 
of powers hostile to Japan or the US. Certain country specific interests 
derive from these:objactives. 

The Philippines . US security interests in the Philip¬ 
pines stem primarily from the advantageous geographical position which 
Clark Air Base and Subic Bay Naval Bass provide for the US. The primary 
US security interest is to maintain access to and through these facilities, 
and thereby enhance the US regional and global security posture. The 
Philippines, our staunchest ally in Southeast Asia warrant our most 
assiduous cultivation. 



Thailand . US security interests in Thailand stem 


from: 


(1) The continued utility of certain facilities in 
Thailand which serve US global security interests; 
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(3) The danger that Thailand could become an insur¬ 
gency conduit to Malaysia. 

Thailand, because of its strategic location in the 
Asian mainland, its relatively large population, its relationship to 
other countries in ASEAN and its current status as the only developing 
Asian nation (other than perhaps Malaysia) engaged in a serious attempt 
to build a constitutional representative government, could be the focus 
of a renewed US effort to develop and maintain a creative and positive 
political presence in Southeast Asia. (See Thailand Annex.) If Thailand 
can survive as a free democratic state it will stand in sharp and favorable 
contrast to current trends in Vietnam and Indochina as well as South 
Korea and the Philippines. 

The success of Thailand's "headway" effort is of 
primary importance in curtailing the rise of communist influence before 
it becomes overwhelming, Thailand and Vietnam are not the same. Thailand 



has much more going for it than South Vietnam ever did in the two decades 
following the coircnunist victory in North Vietnam. 

Indonesia. US security interests vis-a-vis Indonesia 
k 

relate primarily to its geographical location astride the air and sea 
routes between the Pacific and Indian Oceans, and midway between the 
Asian mainland and our Australian-New Zealand allies. In addition, In¬ 
donesia has the potential to become an Important regional power and there¬ 
by a factor for {or against! stability in Southeast Asia. 

Malaysia . US security interests in Malaysia are 
directly related to Malaysia's position as a littoral state of the Indian 
Ocean astride- the commercially important Malacca Straits. Also Malaysia 
could become an insurgency trail between Thailand and Singapore. 

• Singapore . Geographically located at the hub of 
Southeast Asia, Singapore, with the third largest port in the world, repre¬ 
sents a vital communication and transportation link between Northeast and 
South Asia. The important air and naval facilities in Singapore invite 
significant great power interests, because their control by a hostile power 
would greatly affect cosmercial and military activities in the region, 
especially those of the US. 





South flsia-lndian Ocean-Persian Gulf . The Soviet Union 
has persistently pursued expansionist policies in the Indian Ocean and 
now enjoys considerably more influence in the region today than ten years 
ago. In many respects the East African littoral of the Indian Ocean has 
become the contested arena from which control of these strategic waters 
might be established. The increased usage of the sea lanes between the 
• Middle East and Southeast Asia makes the Indian Ocean of greater impor¬ 
tance to the Soviets and they will probably increase their naval strength 
there. 

US interest in the Indian Ocean are: 

— Reasonable stability, security, and peaceful develop¬ 
ment of the region; 

— Keeping the Indian Ocean, and its access routes, open 

to all nations; 

— The preservation of friendly regimes. 

■ Australia and Hew Zealand 

The two principal countries in the South Pacific, Australia and 
Hew Zealand, are so situated geographically that the security problems 
comparable to those currently faced by other countries in the Asian- 
Pacific region simply do not exist for that. It 1$ in the US interests 
that: 

’—'Australia and flew Zealand play an important role in 
assuring the peaceful development of the countries in Southeast Asia. 

— Australia over time be induced to participate in allied 
efforts to ensure that the Soviet navy does not gain a dominant position 
in the Indian Ocean. 



( 


*5i- 

CRNROEKTIA? 

The overriding security task in the Asian-Pacific area is 
assuring that the US both (a) retains the capability to exercise political 
influence and to project military power where and when needed in the area, 
and (b) conveys the credibility and the will to employ it selectively. 
Obviously, the nature and deployment of the requisite military power will 
change with advancing technology. 

Security recommendations that apply to the general area are: 

1. Maintain a strong forward basing posture utilizing existing 
facilities as long as possible, including 

continued development of Diego Garcia. 

2. -Seek diplomatically to maintain operational accesses to 
facilities in Japan and the Philippines into the indefinite future, 

3. Anticipate during the next decade the denial of usage of 
some facilities located on foreign soil. Plan for-augmentation of bases 
in Guam and the Marianas from which to project access to the Pacific and 
Indian Ocean littoral utilizing advanced technology including longer 
operating ranges of ships and aircraft with requisite communications. 

A. Continue to provide military assistance and training to 
allied and friendly countries in the area whether through MAP or Foreign 
Military Sales. 

Additional, more specific subregional recommendations, are pro¬ 
vided at the end of each subregion discussion in Part IV of this sunsnary. 
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B. US Economic Interests and Policy Toward the Asian-Pacific Area 
The Asian-Pacific Region in the World Economy . The Asian- 
Pacific area is of global economic importance. The considerable intra- 
regional trade flow with the area justifies treating it as a cohesive 
region. About a quarter of Japanese trade is with Southeast Asia and a 
( very high volume of raw material and products flow exists between Aus¬ 

tralia and New Zealand and Japan, There is also sizeable direct trade 
between Southeast Asia and Australia and New Zealand, In general, the 
trade between these three regions is complimentary. Trade within South¬ 
east Asia is much less complimentary. American trading ties are clearly 
significant with Ncrtheast Asia, Australia and New Zealand and Southeast 
Asia, in that order. 

Southeast Asia as a whole is rich in natural resources. 
Indonesia,through its known and potential oil reserves, is far and away 
the best endowed country in the region. 

Competing Economies . The United States should base its 
economic policy for East Asia on the inherent, legitimate self-interest 
of the countries in the region. However, the manner in which the leaders 
• of these countries evaluate their own interests is conditioned by their 
background, training and aspirations which shape their perceptions of the 
actual conditions and problems confronting them. 




ft main source of the economic malaise now affecting most 
of the countries of the world is the incompatibility of the economic 
principles and actions the various nations of the world pursue. There 
appear to be three economic systems co-existing on the globe. The oldest 
and by far the most productive is the capitalistic free market system of 
the industrialized, non-cocniunist countries. The second is the command- 
type economy ofjthe totalitarian communist regimes first sponsored by 
the Soviet Union but adopted with considerable variation in the East 
European countries, the PRC, North Korea and Vietnam. Finally, there are 
a variety of Fabian socialist, statist economies of many Third World 
nations which inefficiently partake of both of the other systems. 

Profits and other incentives are indispensable to the free 
market economy. A product that is sold for exactly the cost of producing 
it yields no margin to raise wages, pay taxes or provide new capital. 
Although in theory, other types of economic organization could produce 
efficient resource use without the profit incentive, in practice the free 
market, capitalist incentive system makes the most efficient use of man¬ 
power, materials and capital to create the most goods and services from 
available resources. 

The free market democratic societies of the United States, 
Japan, Western Europe, Australia and New Zealand have demonstrably more to 
offer to the development of Southeast Asia than Peking, Moscow or Hanoi. 
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Huch might be dene to apply the varied strengths of the free market 
capitalist system to overcome some of the economic backwardness of South¬ 
east Asia. 

The , Third World Demands and the US Response . The countries 
of the world display great disparities in economic productivity. There are 
wide discrepancies between national wealth and individual well-being. 

Many leaders of_the Third World assign the blame for this state of affairs 
to the Western industrialized countries. The United States with by far 
the largest and most successful capitalist economy has become the major 
target of Third World attack. 

.The United States responded to these attacks on 
1 September 1S7S in a major comprehensive and conciliatory speech to a 
special session of the UN General Assembly by the Secretary of State. 

The Secretary's address set forth a number of concrete proposals to 
achieve specific goals—all of them needing substantial sums of money. 
Domestic economic slowdown in the industrial countries, however, has 
eroded public support for aid. Energy problems in the developing countries 
have further compounded their problems. The oil exporters have only begun 
to meet their responsibility for assistance to the poorer countries. 
Nevertheless, the governments of the -Industrial nations and the oil ex¬ 
porting countries cannot, even together, supply all the new resources 
needed to accelerate development. The remaining needs for capital and 
technology can only be met, directly or indirectly, from the vast pool of 
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private sources. Private investment and development therefrom will take 
place only if the conditions exist to attract and effectively utilize 
such investment. 

Under these cire instances the US should reassess its 
economic relations with the rest of the world. It should cooperate to 
the fullest with those who wish to emulate Me productivity of responsible 
free enterprise,_free market economies and should deal circumspectly with 
those who do not. Unless increases in the global margin between production 
and consumption provide sufficient capital to overcome economic stagnation 
there is little sense in talking about an economic strategy for Asia. The 
dominant economic problem in developing Asian countries is to provide for 
smooth, non-discriminatory forward transfers of real resources to permit 
more rapid economic development. The OPEC oil price increases and the 
world inflation have made this resource transfer problem impossible using 
the traditional methods of foreign assistance. The most realistic 
technique for resource transfer is to stimulate financial consortia in¬ 
volving governments (including OPEC members), international financial 
organizations and banks. 

In addition to utilizing to the fullest the private sector 
as e major engine of economic development, governmental assistance still 
hes a major role to play, both through US bilateral development programs 
and US participation in multilateral agencies and programs. A major 
special program should focus on increasing agricultural productivity and 
greater efforts to slow down population growth {discussed in some detail 


in the Economic Appendix), 




Conclusions and Recommendations . The US should regard 


the full scope of economic activity (trade* aid and investment and 
technological transfers) as a major instrument of United States foreign 
policy. Our economic policy and programs should be compatible with our 
own pluralistic political-economic system. As a long-term planning guide 
the US Government should develop its own long economic range forecast for 
cast Asia. The forecast range should cover the next quarter century, 
extrapolating from what we now know. 

A creative US economic policy in Asia should focus pri¬ 
marily on Southeast Asia where the major conflicts over modernization are 
taking place. Australia, [lew Zealand, Japan, South Korea, Taiwan and 
Singapore are already in varying degrees of economic advancement and have 
either modernized or demonstrated an adequate capacity to do so. Their 
economic relations with the United States art determined by the condition 
of the world economy. Although there are inevitably trade and exchange 
rata conflicts particularly with Japan, these must be resolved on a case- 
by-case basis. The proposed reforms of economic foreign policy, therefore, 
should be directed to Southeast Asia and, perhaps, Korea and Taiwan. 

US Economic Interests in Southeast Asia . US economic interests in 
Southeast Asia include: 

— retention and expansion of favorable terms under which American 
businessmen invest and operate in the non-communist countries of Asia, at 
the same time guaranteeing that these terms do not compromise the overall 



development efforts of the countries themselves. As much as possible, 
American business efforts in Asia should measurably contribute to the 
economic development of these countries. 

— retention or creation of favorable terms for access to natural 
resources in Southeast Asia, including their exploitation in a manner 
that is mutually beneficial to the possessors of the resources and those 
using them. The-resources are far more important to Japan than the US, 
but it is precisely because of their importance to Japan that the US also 
has significant interest in the manner and expense of their accessibility. 

— retention of close ties with Indonesia, Malaysia and Singapore 
in order to ensure continued freedom of transit through the Straits of 
Malacca. Both Japan and the US have vital economic interests in transit 
through these straits; US military interests in free passage are obvious. 

—. development and maintenance of economic assistance programs, 
multilateral and bilateral, that sril.l, coupled with well conceived reforms 
by the Asian nations themselves, catalyze true momentum toward solution of 
population, food production and income distribution problems in these 
countries. Creative American leadership in a variety of assistance programs 
is essential to the attribution of a positive sense of purpose and direction 
•in American foreign policy.’ 

Recommendations . The following recommendations contain specific 
directions for both the content and management of economic policy in Asia: 
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1. Promotion of Private Foreign investment . Private investment 
utilizing the multinational corporation (M'JC) as a vital instrument of 
development can play a dynamic role in development if the host country 
creates an attractive environment for the investor that will also help 
itself. Programs In which the developing Asian countries provide part 
' of the insurance against expropriation and agrees to orderly methods 

for settling disputes between foreign investors and host country are 
needed to increase the flow of direct private investment to Southeast Asian 
countries. The specific problem now posed for the US is to develop the 
mechanisms, modalities, and operating methods required to encourage 
foreign investors to risk their capital, technologies and management 
skills in Asia. This requires Ca) continuous monitoring of investor prob¬ 
lems for all nationalities, not just those of the US businessmen; and 
(p) a complete review of the procedures for insuring direct foreign in¬ 
vestment in Asia against political risk. Specific methods for enhancing 
the capacity of the financial systems to provide risk insurance for 
direct investment will require considerable research and analysis. 

2, Establishmsnt and Management of Financial Consortia . The 
dominant economic problem in developing Asian countries is to provide for 
smooth, non-discriminatory transfers of real resources to promote more 
rapid economic development. The best method for realistic techniques for 
resource transfer is to stimulate financial consortia involving govern¬ 
ments (including OPEC membersj, international financial organizations 



and private banks. These groups working cooperatively will be able to 
develop the necessary agreements on a case-by-case basis to accommodate 
the required transfers. We propose here the establishaent of a series 
of consortia which would consider annually the total resource develop¬ 
mental requirements for a given country for a two to three year period. 
These consortia would work out annuel agreements with the borrowing 
countries detailing the economic situation, policy measures to be under¬ 
taken, major development projects, progress in implementation of prior 
consortia agreements, and the level of borrowing for the next year. 

It is highly desirable to establish efficiency criteria in the 
terms of loans. He should improve the lending terms for those countries 
which follow successful development policies and withhold concessionary 
loans from those countries that pursue domestic policies inconsistent 
with solid development programs. 

We should recognize that although every country has a right to 
pursue any development path that it believes appropriate, the LFS has no 
obligation to participate in supporting development efforts inconsistent 
with its world objectives. The point of the consortia is to focus atten¬ 
tion on the overall economic problem of the developing country, support 
that country in return for firm commitments to development goals, and 
then leave the operational details to the political leadership of the 
country. 
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implementation of this recommendation would require a major 
reorganization of AOI's present programs, and may well require legis¬ 
lation. 

3 ." Technical Assistance . The technical assistance effort financed 
by US grants to Southeast Asia should be limited primarily to two crucial 
( areas: agricultural research and urban development. 

Agricultural Research . We should strongly support techni¬ 
cal assistance for scientific agricultural research. Through the past 
25 years the US has funded a great deal of agricultural research in Asia. 
Such support has often been criticized on the grounds that while research 
produces results, these results are never made available to the farmers. 

In fact, the solution to improved extension service systems for delivery 
of research results are usually budgetary {inadequate salaries and 
allowances; lack of useable materials) and can be solved by the recipient 
country increasing its budget allocations to extension work. Traditional 
bureaucratic values, attitudes and patterns of action are often obstacles 
which can only be solved by the recipient government. 

Urban Development . Due to the pervasive emergence of the 
primate city in Southeast Asia (Bangkok, Manila, Jakarta) the resulting 
problems of urban development are particularly severe. Technical assis¬ 
tance and research grants should be directed to development of a compre¬ 
hensive tody of sociological, political, and economic research on how 
such primate cities came into existence, how they grow and how urban 




services are actual ly delivered (labor market information, housing, 
water, education, health and transportation). Improvements in the de¬ 
livery of urban services to households can only be build upon a much 
deeper understanding of what now happens with the enormous resources 
being directed at provision of urban services. 

4, ■ The Jaoanese-Austrail an Connection . The US should maintain a 
continuing, close alliance with Japan and Australia in implementation af 
of recommendations |1 and (2 . In building this connection it is necessary 
that we follow two principles: 

-- The operation of the economic policy alliance should be 
very quiet and managed largely in Tokyo, Washington and Canberra or at 
high levels of the local embassies. 

_ The objective of this economic policy alliance should be 

to develop agreed upon positions for the assisting governments with respect 
to the financial consortia and the positions taken by the executive direc¬ 
tors in international financial organizations. 

. 5-' Management and Adjustment of foreign economic Policy in Southeast 
Asia . Once the United States turns its influence to the policy and : 
macro-economic levels of development of Southeast Asian countries the 
coordination and management of policy among the various concerned organi¬ 
zations becomes much more important. Effective coordination and management 
will require stronger staffs of economic officers and capacity to main¬ 
tain close continuing coordination with the international financial 



organizations and Japan and Australia. Despite obstacles more attention 
should be given to a higher grade of professionalism in personnel dealing 
with economic matters, more specifically,' the politico-economics of 
development. 

6. Communications . Recognizing that we are engaged in a con¬ 
flict of systems a greater effort should be made to inform and persuade 
by word and by example the advantages of the free market economy. 

C. ■ The Cultural Denominator in US-Cast Asian Relations* 

A primary purpose of American foreign policy on a world scale 
is the promotion and protection of "pluralism." lie often define plura¬ 
lism in political and economic terms without paying enough attention to 
the cultural dimensions which affect a given country's political tra¬ 
ditions and processes. Another US objective in Asia, therefore, must be 
to ensure respect for and access to the heterogeneous Asian cultures. 

In fact, there is no way the US can play a responsible role in Asia and 
help meet political, economic and social development needs of the countries 
in the area unless influential Americans acquire an empathetic under¬ 
standing of and respect for the cultural and political heritages of-the 
societies in the area. 

Any reduction of US military power and presence in Ea%t Asia 
should not be accompanied by a decline in the American “presence" in other 
forms; particularly in the educational and cultural fields. The US should 



make every effort to ensure that it win not "adjust to the new realities 
of Asia" with the same lack of empathetic understanding of realities as 
was the case when it intervened" in Southeast Asia over two decades ago, 
US-East Asian cultural relations require, in short, less American talk 
and teach, and more listen and learn. 

Many American universities retain direct ties with Asian uni¬ 
versities, particularly in Japan, Korea, the Philippines and Thailand, 

The Asian, For3~«nd Rockefeller Foundations have programs throughout non- 
communist Asia. The university and foundation links and programs should 
be expanded to strengthen the psychological base of a more congenial 
US "presence" in Asia. 

Recommendations 

1. The specific nature and focus of the new American efforts to 
understand Asia and its culture would include study of: 
traditional cultural, political', administrative values and patterns of 
action affect specific development programs; (b) the arts, literature, 
music and'religions of Asia; and (c) Asian languages. Without sufficient 
Americans possessing facility in Asian languages, American leaders will 
lack the bridge to an adequate and helpful understanding of an empathy 
for the people of Asia, their hopes and their problems, nor will they be 
able to understand the political and social realities of Asia. 

2. The Department of State should expand its own Asian area 
studies programs in the Foreign Service Institute and initiate in US 
embassies in each Asian country special on-going seminar programs on the 
social-political cultures of those countries. , ... 



3. Congress should create a special fund to support the Initiation 
and expansion of cultural, educational and humanistic studies and activities 
in appropriate American institutions concerned with Asia. 

favorable spin-off in our political relations and presence with 
the nations of Cast Asia will come in due course if the US succeeds in 
achieving the purposes and objectives of its educational and cultural 
programs in the region. If the US remains true itself, the prized values 
of individual freedom of choice and individual dignity will link us to 
those people living in Asia who regard these values as applicable in their 
own countries. 


Additional, more specific recommendations are provided at the end of the 
cultural appendix (Appendix A). 
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in. PRESENT AMD FUTURE REGIONAL AND COUNTRY POLICIES 

The courses of action which the Soviet Union and the Peoples' Re¬ 
public of China are likely to pursue with respect to the various regions 
of Asia and toward the individual countries therein are listed at the 
end of Appendix One. A broad US strategic concept for meeting, and in 
certain cases, utilizing adversary challenges in Asia is presented in 
Part II, In addition, Part II contains recommended functional guides for 
US programs in the security, economic and psychological cultural sectors. 
This section presents more specific policy recommendations for the safe¬ 
guarding of US interests with respect to either the Asian-Pacific regions 
or to individual countries within them- . . 

A. Northeast Asia 

northeast Asia is an engagement ground for four world powers 
(US, USSR, PRC and Japan). The interaction of these four powers in Asia 
affects, in turn, the interaction of two of them (US and USSR) in and with 
the fifth potential world power center, Western Europe. 

Current Status . Northeast Asia is currently a stand-off for the 
great powers, and for the short term it seems best for all concerned to 
maintain this stand-off with shifts and readjustments as the conditions 
cf great power confrontation change and the economic, political and 
military capacities of the other actors, including both Korea; and Taiwan, 
also change. 

We present below some of the major security, economic and educational/ 
cultural recommendations for Northeast Asia. 
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Each of the country annexes expand on the basic theses, patterns of 
action, and objectives of the great power interrelationship. They also 
define American interests in more detail and recommend appropriate 
American policies, including their phasing for the near term, and present 
some speculations for the remainder of the century. More recommendations 
will be found in each country annex. 

Policy Recommendations: Northeast Asia 

Security. The security cf Japan, Korea and to some degree 
Taiwan is much more closely interrelated and clearly defined than is true 
for other states in other 2 reas of Asia. The US should therefore: 

--Retain indefinitely the US-Japan Mutual Security Treaty with 
modifications in US force deployments in japan and the nature and scope of 
changes in defense burden-sharing occurring primarily in response to 
Japanese desires rather than US pressure. 

--Retain the US-Rspublic of Korea Security Treaty and maintain 
some kind of US military presence until the two Koreas peacefully resolve 
the unification issue or South Korea is independently capable of defending 
itself and US withdrawal of its forces or even changes in the treaty will 
not result in threats to Japanese security. 

—Do not seek "normalization” of relations with the PRC in haste 
sirnply because Mao may soon pass from the scene. 

--Seek a commitment from the Peoples' Republic of China not to 
try to take Taiwan by force if the US withdraws its formal treaty commit¬ 
ment to the Republic of China. Whether such a commitment or understanding 
is obtained or not, do not recognize the PRC and concurrently derecognize 
the R3C in a manner or time frame that could lead both our adversaries and 
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our friends to further doubt our interest in and commitment to retaining 
active and cooperative security, political and economic relations with 
other Asian states. 

Political . Drawing on Secretary of Defense Schlesinger's 
basic statements regarding US security policies in Northeast Asia, 
initiate a serious dialogue and examination with Japan of: 

a. The nature and scope of US political intentions and 
objectives in Asi£; 

b. Necessity, desirability, feasibility and modus ooerandi 
of a more active Japanese political role in the affairs of Asia, including 
the nature and scope of that role and how it might complement that of the 
United States. 

c. Feasibility, desirability and techniques of independent 
exploratory consultation between Japan and the states of Southeast Asia 

on the nature, scope and desirability of a Japanese or US-Japanese political 
role in Southeast Asia. 

Economic . US allies in Northeast Asia are all doing wall 
economically, rew if any special assistance programs are required here. 

The US should, however, continue to encourage Japan, the ROC and the ROK 
_to take a greater interests in the enormous economic development problems' 
of Southeast Asia and to cooperate and coordinate with the US specific 
assistance programs therein, particularly in food production. 

Cu]tural 

a. Japan should have as much interest in the nature and 

scops of economic development impact on the cultures of Southeast Asia as 

does the US. The US, even as it expands its cultural relations with Ja-pes, 
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shoutd encourage Japan to cooperate in expanding intra-regional cultural 
studies, seminars and exhibitions. 

is. Taiwan is the great repository of traditional Chinese 
cultural and artistic achievements and, currently, the only Chinese 
accessway to the great Chinese -cultural heritage that preceeded the rise 
of communism in China. The US should explore with both the PRC and the 
ROC the possibililies and methods uf preserving these treasures and 
ensuring access tc them and further study of Chinese culture, present 
and past by all Chinese and by the non-communist world. 

c. The US Government should assure that the Inter University 
language Centers in Taipei and Tokyo which are the principal source of 
non-government language expertise in Chinese and Japanese are not forced 
to close for lack of steady financial support. 

Nor should the US permit future normalization with Peking to 
result in a closing off of the current languages studies in Taipei. 

Indeed, it might be useful to try to expand language studies (both Chinese 
and English) to another university on the mainland. 
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8. SOUTHEAST ASIA; DOMINATION, DIVISION OR SOLIDARITY ? 

introduction . The spring 1575 sequence of events in Indochina 
dramatically changed the regional balance of power in Southeast Asia. 

All major Southeast Asia actors are now reassessing their policy interests 
and objectives. The current Congressional attitude toward a US role in 
Southeast Asia make future American policy there far more difficult to 
define than is the case in other areas, of Asia. 

As noted previously, the central task confronting US policymakers 
is to make an accurate assessment of the American capacity to influence 
the behavior of the important states acting in Southeast Asia. Part of 
this capacity will be the will to act or the will of the American people 
to permit this country to maintain some degree of active military and 
political presence in the area. 

Policy Recommendations . Consequently, a clear and positive state¬ 
ment of US policy interests in Southeast Asia could help shape the overall 
security, political and economic environment in the area. While many 
of the factors that will influence future developments in the region are 
independent of US control, US policy can influence both the perceptions 
and actions of the other actors. 

The various country annexes discuss and analyze in mors detail the 
dynamics of conflict and contention in Southeast Asia as they manifest 
themselves in Thailand, the Philippines, Indonesia and Vietnam. Additional 
specific policy recommendations for these four countries conclude each 
annex. 

a. Annex 4 - Vietnam 

b. Annex 6 - The Philippines 

c. Annex 7 - Thailand 

o. Annex .1 r indents ie 





General recommendations and some of the more important country 
specific recommendations with regional implications appears below. 

(a) Security/Political 

--The United States should support the neutralization 
concept as an ultimate goal achievable only when all of the great powers 
and the affected Southeast Asian nations are prepared to agree and act on 
clearly defined principles and procedures for maintaining such neutralization. 
Unilateral US withdrawal as an “example" for other powers will not assure 
neutralization in Southeast Asia. 

—The United States should not withdraw its military power 
from Thailand and the Philippines or make adjustments in the Manila Pact or 
other relations faster than the Thai Or Filipinos desire. 

—The United States should continue, to the degree that 
the Filipinos desire, to treat the Philippines as a special case for the 
US in Asia. The nature of the US-Philippine relationship is changing, but 
US interest in the continued social, economic and political development 
of its former colony will remain. Currently, the US must retain access to 
the Clark Field and Subic Say military facilities that are crucial to the 
maintenance of a meaningful military presence in the Western Pacific and 
particularly in Southeast Asia. Our actions toward the Philippines should 
be sensitive to .the continuing importance of US historical ties as well as 
to the fact that this is the only country in Southeast Asia with which the 
US has a Mutual Security Treaty. {See Philippine Annex) 

—The US should retain military advisors in Thailand and 
continue to respond favorably through MAP and Foreign Military Sales (FMS) 


military equipment needs. 
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(See Thailand Annex) 

—The US should, however, actively seek a new, more creative 
relationship with Thailand that does not rest on US military presence. 

—The US should encourage Australia and flew Zealand to continue 
to maintain some hind of security relationship with Malaysia and Singapore. 

The US itself should also be prepared to respond favorably to requests 
from Singapore crj-ialaysia for special purchases of military equipment 
under the Foreign Military Sales program or other training programs. 

(See South Pacific Annex) 

Indochina . The United should: 

—Try to retain a diplomatic presence in Laos if it can do so 
without being obsequious; 

--Eventually recognize one government in i'ietnam and try to 
normalise relations therewith, but r.ot by acceding to Hanoi demand as 
preconditions for good relations with the US, 

Economic 

—The United States should continue assistance to. Indonesia and 
Thailand, key countries in the ASEAN grouping, that enables them to develop 
and maintain viable non-communist, pluralistic political and economic 
systems. This "indirect" assistance 'is the best way for the US to help 
ASEAN develop into a meaningful political and economic "fact of life" and a 
cohesive indigenous force for stability in Southeast Asia. {See ASEAN Annex) 

—The US should try to establish an informal consortium with Japan 
and Australia for Pacific Asian development that would design economic assistance 
programs to make Southeast Asia a major.food exporting area and to_.address 
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the explosive population problem, {Perhaps Taiwan and South Korea could 
participate in such a "consortium.") The consortium would also support 
growth with equity, freer markets and upgrading direct investments. 

—The US should retain the possibility of resuming the 
Mekong Basin Development program if ways can be found to ensure achieve¬ 
ment of the original objectives and benefits of this project for all 
the states in the Mekong Basin, particularly Thailand . The US should not 
participate farther in the Mekong program unless the North Vietnamese/Pathet 
lao guarantee that these hydroelectric and irrigation facilities, if 
developed, will benefit all four Mekong countries. 

--The US should continue its support of other regional 
development programs and projects such as SEAMES, SEWED and the Asian 
Institute of Technology (AIT). 

--The US should continue to respond favorably to ASEAN 
interests in direct consultations on economic issues in Southeast Asia, 

The US should try to induce positive support for ASEAN with uapan. New 
Zealand, Australia and the PRC. 

(c) Cultore! 

—Southeast Asia possesses oerhaps one of the most hetero¬ 
geneous cultural and ethnic heritages in the world. The US should actively 
encourage the continuation 'of Southeast Asia studies, including language 
studies in American universities and in the State Department's Foreign 
Service Institute. Particular emphasis should be placed on bringing Asian 
scholars to the US to teach about their own countries in the US. 
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C. SOUTH AS IA-INOIAK OCEAh-PERS I AH GULF 


The present situation in this portentious part of the world is 
described in Appendix 9, same subject. Themore significant aspects appear 
in Part I. Ever since 1952 this area has been the stage on which the 
Sina-Scviet conflict has been most openly waged. During this period China 
has moved from friendship with .India to a state of hostility. The USSR 
and India have become allies in all but name. 

The Soviet Ufrion has endeavored to use India to advance its concept 
of Asian security. The Soviet schema for Asia seems remarkably similar to 
the concept adopted at the Conference on European Security and Cooperation 
held in July 1975. 

On August 28, 1975, The Mew York Times reported that: 

"A lengthy analysis in the government newspaper Izvestia 
asserted that the Asian continent would particularly 
benefit from the adoption of the principles agreed upon 
by 35 states at Helsinki. Izvestia went on to contend 
that Asia was now in 'extramely urgent' need of its own 
system of collective security. 

"Also, in the latest issue of the Soviet foreign affairs 
weekly Kovpye Vremya , a Soviet historian declared that 
the European conference, which wound up in Finland at 
summit level earlier this month, had proved ‘a fresh 
stimulus to the realization of the idea of security and 
cooperation in Asia.'" 

There is little chance the Soviet security scheme for Asia can be 
orchestrated in the same manner in which the CESC was finally foisted on 
Europe. After twenty years of pressure, divisive diplomacy and with MATO 
in disarray, the Soviet Union is far more influential in Europe than it is 
likely to be in Asia. Peking presents the Soviets with a far bigger problem 
than doss Western Europe—and one that will not easily go away. 
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Nevertheless, the Soviet Union has persistently pursued expansionist 
policies in the Indian Ocean and enjoys considerably more influence in the 
region today than ten years ago. 


Recommendations 


tacit 

1, The United States should seek/areas of mutual agreement with 
the Soviet Union as far as operations in the Indian Ocean are concerned. 
These could include agreements bn the limitation of naval presence and 
other military activities, on the preservation of the principle of 
freedom of the sea and the unrestricted use of the key straits and access 
routes, including the Suez Canal and the Straits of Malacca. All nations 
should be able to use the Indian Ocean for such peaceful purposes as 
fishing, exploitation of mineral resources and the seabed, hydrographic 
and other types of research and exploration. Such use of the Indian Ocean 
and its seabed should be in accordance with the agreements reached in the 
UN Law of the Sea Conference. 

2. If the Soviet Union seeks to expand its presence and influence 
there for unilateral gain, for potential interruption of Japanese shipping 
or for indirect maneuvers against the PRC the US should undertake to prevent 
Soviet ascendancy in this distant ocean. This effort would involve continued 
expansion of US naval presence and surveillance capability in response to 
Soviet deployments if the Soviets are unwilling to agree to end escalation 

of naval competition in the area. 

3. The US should avoid direct involvement in various manifesta¬ 
tions of the Sino-Soviet dispute in the Indian Ocean area, but if forced by 
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circumstances to take a position should lean toward the PRC. ' 

4. Finallv, the US should: respond favorably to arty Indian it. 

V 

initiatives for more cooperative relations with the United States; maintain-- 



close cooperative relations with Iran and Pakistan; and encourage 
I rani an-Indonesian cooperation and seek in collaboration with the PRC 
and Iran to bolster Pakistan's armed forces. 

0. AUSTRALIA AND NEW ZEALAND* 

Australia and Hew Zealand do not face security problems comparable 
to those of other countries in the Asian-Pacific region. The US is allied 
with Australia and Hew Zealand'through the AKZU5 Pact. US security gua¬ 
rantees to its So_uth Pacific allies obtains for the US utilization of 
some important installations as well as operating rights in the area. 

The role which either Australia and New Zealand can play in Pacific 
security is strictly limited; they are geographically detached and have 
a large and almost empty island continent. Obviously, Australia, far 
larger than New Zealand, with four times the latter's population and 
geographically closer to the Asian part of the Pacific scene can play a 
more important role than New Zealand. One should bear in mind, however, 
that Hew Zealand will frequently cooperate with Australia in both 
security policy planning and undertakings. 

Australia, and to some degree New Zealand, are also engaged in a 
reassessment of their positions in the world. Despite differing nuances 
the American connection remains of high value to both of them. American 
relations with Australia and New Zealand are generally sound. No new 
initiatives seem necessary at this time or for the foreseeable future. 

The US does need the cooperation of both of these states as it tries to 
maintain stability in Asia. 


*See Annex 10. 




on^HfiPMUP! 

Po licy Recommendations 

The United States should: 

1. Encourage Australia and New Zealand to retain the current level 
and nature of their military cooperation with Malaysia and Singapore after 
the British withdraw their forces in March 1576. New Zealand and Australia 
can contribute to some degree of psychological security in Southeast Asia 
by retaining their current links to Singapore end Malaysia. Both of these 
states want to retain their pluralistic societies and ties to "the West" 
but not necessarily directly with only the United States. 

2. Encourage Australia and New Zealand to continue and, if possible, 
expand their economic assistance programs'in Southeast Asia, particularly 
with Indonesia and Malaysia. 

3. r 


4, Attempt to induce New Zealand to abandon its proposal for a nuclear 
free tone in the South Pacific. 

IV: OBSTACLES TO CREATIVE U.S. POLICIES IN ASIA ^755 

A. Obstacles Defined h 

The primary obstacles to effective implementation of the overall V 
strategy and some of the specific country or subregion policies proposed 
in this study are the often intense differences of opinion on foreign 
policy issues between: (1) Congress and the Executive Branch; (2} the 
opinion-making elite and the US Government (Congress and Executive Branch); 
and (3) within Congress and the Executive Branch themselves. Specifically, 
these differences of opinion concern: 
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1. The strategic problems the US faces with regard to: 

»-the nature, scope and variations in threats to US objectives ar.d 
interests from the Soviet Union and the PRC; 

—the process and achievements of detente; 

--US relations and “responsibilities” to the so-called “Third liorld;" 
—the nature and processes of psycbclogica’/political “warfare” and 
subversion in Asia. 

2. The relevance of cast Asia to u'S security. 

3. The proper capacities, commitments and purposes of the US in Asia. 

4. The means by which the US should meet its “responsibilities" in Asia. 
Other perennial problems with which US policy toward cast Asia has 

had to contend include: 

—Cycles of over-involvement and under-involvement generating either 
emotional partisanship or disinterest, 

—Divided countries—Vietnam, Laos, China and Korea—the US has 
unusual difficulty in dealing with split nations. The first two have been 
"solved” to our detriment; the third may be solvable; the fourth remains 
dangerous. 

—Failure to comprehend and cope with the rising forces of nationalism 
in Asia. 


—Obstacles to regional cooperation in both Northeast and Southeast 




B. 
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Oifferina American Perceptions cf the Challenges :y 

Many aspects of the contemporary world parallel the international^ 
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anarchy which characterized the 1930s on the eve of the Second World 
War, In Secretary Kissinger's worlds, "We live in an environment of 
continuing conflicts, proliferating weapons,, new ideological division 
and economic rivalry."* 

There appear to be three general assessment held by influential 
groups of Americans on the situation we face. 

1. The World Environment and US Policy Toward it is generally 
Satisfactory to tTTe US . Our relations with our major allies are good 
our interactions with the USSR and the PRC are generally on course. T 
assessment may currently be accurate. But global developments over th 
next several years could reduce the number of Americans accepting this 
assessment and increase the ranks of those who currently subscribe to 
widely differing perceptions of the situation confronting the United S' 
To wit: 

2. The United States is Facing an Increasingly Difficult Environs 
In this view the Soviet Union is on the rise and the US is on the decli 

3. Hen-isolationists . The world may be in a mess, but American e 
to straighten things out have been ill-conceived and non-productive. 

Before too long the US has to make up its mind on which of these 
approaches to base its national security and foreign policy. Policy ba: 
on the third assessment would quickly lead to a fortress Amerfca and a 
future world order largely designed in Moscow. The first assessment aps 
more plausible, but it may be based on a measure of wishful thinking. / 


*Address by the Honorable Henry A, Kissinger before the Seventh Special 
Session of the UK General Assembly, "Global Consensus and economic Deve 
ment," September 1, 1975 
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.eading Soviet policy-makers, for example, attribute the "tendency toward 
the easing of tensions and the strengthening of peaceful coexistence 
between states with different social systems...to the growing might of 
the Soviet Union and the entire socialist ccsmonwea 1 th, "* 

The problems presented in many parts of the world by the many-sided 
Soviet drive for recognizable global military superiority have to be 
faced honestly and realistically. A policy based on the second assessment 
may appears to bs-.the most appropriate to our present situation. If we 
act to prevent the worst, it may not materialize. In this perspective a 
central task facing US policy-makers paradoxical is to inspire the will 
of the American people to permit this country to safeguard its interests 
in Asia and elsewhere. 

Currently, the Si no-Soviet struggle in Asia can offer American foreign 
policy important opportunities. Asia, which is the theater in which the 
Soviet Union is joined in a prolonged, inescapable political-military 
confrontation with the PRC, is the best place to frustrate Soviet efforts 
toward ascendancy. 

If the US links its policies with its allies it can in concert with 
them help create a tolerable, pluralistic world for all mankind. Potentially 
the most important ally the US can have in this endeavor is in Asia—Japan. 
Rather than turning our back on Asia following the debacle in Indocnina 
we must visualize Asia as a theater of testing, of trial and opportunity. 

Allies and Adversaries' Perceotipns . In the immediate aftermath of ^7 
Vietnam we have focussed a great deal of attention on the credibility ofr 


*G.A, Arbatov, "On Soviet-American Relations," Komrcunist , ,'io. 3, feb 1977, 
pp 101-103. Complete text in CSS?, Vol XXV, ho. 55, Hay S, 1973. 
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American treaty epmnhtments. Perhaps more important are cor allies and 
adversaries' perceptions of the capacity and stability of the US foreign 
policy making process, and how these perceptions and actions that result 
therefrom change the international system itself. The American performance 
in Vietnam revealed how the American polity, society and economy work as 
a policy-making and sustaining .system—particularly the constraints th 2 t 
Congress and public opinion put on the actions of the Executive. America's 
allies and adversaries focus on how this process will work in the future 
in similar challenges. The performance of the American system can affect 
what other countries (1) can do to one another and (2) intend to do to 
one another. 


The US, therefore, must deal not only with its own internal obstacles 
to the definition and execution of its foreign policies, but it must now 
cope with the problem of convincing allies and adversaries alike that tbs 
policies and progress we devise are viable and that we and they can pre¬ 
dict our future actions by these policies. Frequently, however, conflict 
between the Executive Branch and Congress leave the US as “the greet 
unknown variable" for other states. Hor can we be certain (1) if other 
Rations will believe we know what we are doing and (2} what, therefore, 
their policies and actions ara likely to be with respect to our own. 

D. Toward a Reliable Consensus on Foreion Poliev - [ « z- 


Delineation of US interests and development of sustainable foreign _ 

policies therefor requires US adherence to the proposition that security 
interdependence and detente are individually and collectively indivisible. 
The American people should understand that our Soviet end Chinese co.“unist 
adversaries pursue policies designed to undermine ultimately the American 
search for global ecuilibrium. So far the element of reciprocity has beer, 





insufficiently evident in our des!ings--with both Moscow and f>eking--but 
particularly with the former. 

Genuine public debate over basic foreion policy issues has become 
more important than ever. The public, through Congress, is demanding a 
greater role in foreign policy formation and conduct. The only way to lay 
a solid foundation for such a role through critical public discussion of 
the pros and cons of a given proposal. The American people should determine 
where they are i”this present world and where they want to be in the 
future. 

Resolving the differences of opinion outlined above on the threats 
we face and what we should be doing about them, and developing at least a 
general consensus on what US purposes in the world should be and how these 
purposes should be propagated and protected requires: 

1. decisive yet tactful leadership within and from the Executive 
Branch, including effective utilization of all sources of expertise 
(institutional and individual) therein; 

2. substantially increased interest and responsible leadership in 
Congress itself with regard to foreign policy issues. There should be. less 
public posturing and more intense study of foreign areas and policies and 
‘realities therein, however "unpopular" these realities say sometimes see-. 
There are no shortcuts to the knowledge and perception required for 
defining and overseeing the conduct of US foreign policy. 

Congress whsn they rust confront differences between what they believe 
on the oasis of their information is the most responsible course of actions^. ' 
and what is popular according to the Callup and Harris polls. ;p’ 





£. An Asian Beginning 


Where better to begin to explicitly define a logical, coherent, self- 
consistent foreign policy than in Asia, the stage on which the former 
consensus was wrecked? This study, in turn, could be catalytic agent for 
the genuine debate we so badly need. This study in whole or, over time, 
in parts could be offered to the Congress for review and critique, 
exposure to and critique by Congress is perhaps the best way to determine 
the merit and viaTTility of the underlying assumptions and policy ideas in 
this study—particularly whether they will “fly" with the American people. 
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SEOIRITY ’HTFREST, CONCEPTS. TWPfCTS AMD CAPABILITIES ™ 

I. IKTROSUCTIOK: THE STRATEGIC Sil'IEHSIQNS OF THE PROBLEM 

A primary US global objective is the development of an international 
environment in which the pluralistic, democratic American social system, 
rooted in a free-market economy, can continue to flourish. The corollary 
interest is to prevent the erosion or destruction of that environment by 
hostile forces either globally or regionally. As of now, and for the next 
ten or fifteen years, the Soviet Union seems the only power capable of 
eroding this environment on a global scale and in Asia. Perhaps in the 
longer range—at some time before the end of this century—the PRC might 
pose the greatest threat to Men can interests in Asia and elsewhere. 

In the meantime, however, only the US and the Soviet Union have a truly 
global relationship. Since the public announcement of a new opening in US- 
PRC relations in the summer of 1971, both US-Soviet and US-PRC relations 
have been detente-oriented. For its part the US has sought to serve peace 
through systematic resistance to pressure and conciliatory responses to 
moderate behavior. It has sought to oppose irresponsible behavior.* 

There is no overall consensus as to what has been achieved so far by 
.the detents process, particularly with regard to the Soviet Union, or how' 
detente will manifest itself in Asia “aftar'Vietnam." In the global context 
there is no desire to go back to the confrontation policies of the past, 
particularly since “Soviet physical power and influence on the world are 


■“From a statement by the Honorable Henry A. Kissinger, Secretary of State, 
before the Senate Foreign Relations Committee, September 15, 1574. 
**Appendix 2. 
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greater than a quarter century ago." Although: the results of the detente 
process are not yet in, it is recognized that Soviet actions could destroy 
detente. 

“If the Soviet Union uses detente to strengthen its military capacity 
in all fields; 

"If in crisis it acts to sharpen tension; 

"If it does not contribute to progress towards stability; 

"If it seefcs to undermine our alliances; 

“If it is deaf to the urgent needs of the least developed and the 
emerging issues of interdependence, then it in turn tempts a return to 
the tensions and conflicts we have made such efforts to overcome.“* 

Concerned that these detente guidelines were being violated. Secretary 
of State Kissinger on August 34 warned of the dangers posed to detente by 
Soviet activity in Portugal; 

"The United States has never accepted that the Soviet Union 
is free to relax tensions selectively or as a cover for the 
pursuit of unilateral advantage. In Portugal, a focus of 
current concern, the Soviet Union should not assume that 
it has the option, either directly or indirectly to influence 
events contrary to the right of the Portugese people to 
determine their own future. The involvement of external 
powers for this purpose in a country which is an old friend 
and ally of ours, is inconsistent with any principle of 
European security.'' ** ■ 

Yet, the Soviet Union's role in disturbing progress toward a sore 
peaceful order has been even more conspicuous in the Middle East, South Asia 
and Southeast Asia. The Soviet Union provided the considerable arms which 
made possible: 


♦Ibid. 

**Karder, Murray, "Kissinger Warns Soviet on Portugal" hashington Post , 
August 15, 1S75, p. 1. ’ . 



1. The Indian attack on Pakistan in December 1971. 

2. The Egyptian-Syrian attack on Israel in October 1973. 

3. The defeat of South Vietnam in April 1975—the PRC also contri¬ 
buted arms to this major defeat sustained by the US. 

Furthermore, the Soviet net military posture vis-a-vis the United 
States has gained significantly during the past decade. Taking.the foregoing 
into account, US diplomacy in Asia should seek to assist the nations in the 
region who are resisting Soviet temptations*. The Soviets may well try to 
achieve an ascendant posture in Asia of a type that would replace that which 
the US achieved in the three decades following World War II (and has since 
lost}’. The current Soviet efforts in Laos, where Soviet “technicians" and 
pilots have virtually replaced their US predecessors, are a case in point. 

Whether the Soviets will succeed vn achieving ascendancy is questionable 
at this tine. The point is they may try; the Si no-Soviet dispute practically 
compels attempts by Both the Chinese and the Soviets to seek ascendancy 
vis-a-vis each other wherever possible. Continued withdrawal of US interest, 
power and influence from the area, where the US has been so active in the 
past could, therefore, create opportunities for Sino-Soviet competition that 
might not otherwise have appeared "necessary” to either of these communist' 
powers. Certainly, the PRC's current desire that the US remain in the area, 
and Chinese warnings about chasing the tiger out only to let the wolf in are 
a reflection of Chinese concerns over the possible opening of new arenas for 
Sino-Soviet competition that the Chinese would just as soon avoid, at least 
at this time. XT 


rA summary of the recent step-up of Soviet activities in the area by \ 
Peter Osncs, "Soviet's''Step Up Efforts ir, .’.si ay”, spoeared in the Was hi nlrton 
Post , September 11., . 1 773„ p.A-n. : , ; •; ♦ ; 
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Finally, the argument (and fact}, that the Soviets have never been 
very successful in Asia, particularly Southeast Asia, in the past is not 
necessarily a guarantee that they will not [a) either keep trying or 
(b} succeed in the future. In the past, the US has been an active force 
in the area. Too rapid removal.of US presence, particularly in political 
f and economic terms, would remove a key variable in the power equation that 
has helped inhibit possible Soviet success in the past. 

The key point to bear in mind, however, is that unless the Soviet Union 
obtains ascendancy in Asia, it cannot achieve it on a global scale. The 
prevention or limitation of Soviet efforts to this end is achievable. 
Specifically, it. would include: 

1. Maintenance of the US-Japanese alliance as the lynchpin of our 
security system for the Asian-Pacific region. An independent South Korea 
is essential to this goal. 

2. Continuation of the liaison and case-by-case cooperation with 
the PRC. 

3. Assuring, if possible, the independence of an increasingly inter¬ 
dependent ASEAN grouping-of nations, but, unsqutvocably, the independence 
of Indonesia and the Philippines within that grouping. 

A. A Strategic Concept 

With the vast increase in Soviet strategic military power toward 
a Torts of "parity" with the United States, the independence of Western Europe 
(and with' it the relative power of the United States vis-a-vis the Soviet 
Union} may rest in large part on the capacity and determination of China to 



maintain Its independence fro® the USSR. In the context of global US 
strategy, an independent China diverts Soviet energies and resources from 
its western borders to its Asian front. Similarly, from Peking's perspec¬ 
tive a strong Western Europe, linked to the United States in NATO, diverts 
Soviet attention and capabilities from the Sino-Soviet frontier. 

The Soviet goal of world ascendancy requires either rapprochement 
with or neutralization of the PRC. The JS strategy should be to spoil 
Soviet endeavors to bring either condition about. Within this broad concept 
the lines of action to which the US should hew in East Asia include: 

1. Posture Toward PRC . The Chinese perceive that the Soviets 

are pursuing an encirclement strategy along the general lines of the one 

hypothesized in Appendix 1. In counteraction they have cooperated most 

effectively with Pakistan. They have opened their own strategy of spoiling 

and 

the global maneuvers of the USSR in areas of strategic interest.che US and 
its allies might find opportunities to cooperate more openly with Peking 
on a case by case basis. In the main the US should da what it can to help 
sustain a complex equilibrium between the two principal communist powers 
by generally keeping itself politically equidistant between Moscow and Peking. 
The point of equidistance will vary according to the given issue. 

Under certain circumstances US-Oapar.ese cooperation to thwart 
Soviet designs could include a willingness to extend economic and technological 
help to China, in the event the PRC asked for such assistance. _Whether the 
us should do even more with China—i.e., help it achieve an early warning 
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system vis-a-vis the Soviet Union—will depend on an accurate assessment 
of the existing correlation of forces between the two communist rivals. 
Whatever we do to “help" China in its dispute with the Soviets, we must 
never, however, lose sight of the fact that in Asia China already holds 
considerably more aces than the-Soviets, and possibly even the US. The 
( Chinese position is particularly strong, or can be. In Southeast and 
northeast Asia. It is inferior to that of the USSR in South Asia. 

2. Reea Japan with US . Japan's supportive relationship to 
US security is obviously conditioned on its continued dependence on the 
United States and recognition of the long-term benefits thereof, fet there 
are potential sources of international economic conflict inherent in Japan's 
- • "resource diplomacy.” The security implications of realignment that put 

Japan and Korea on the same side as either the PRC or the USSR, would be 
momentous indeed. To forestall this remote possibility, prudent US policy 
toward Japan should reinforce both Japanese security and fidelity to us. 

a. Regional Souilibrium . Obviously, if Japan is vital to 
US security in the Western Pacific it follows that equilibrium within Japan's 
own geographical region. Northeast Asia, is equally essential (bee Northeast 
Asia, Part III). This requires either the independence of South Korea or the 
reunification of Korea'under non-communist auspices. (See Annex 2} 

Existing US relations with the Republic of China on Taiwan should 
not be altered in such a way as to risk losing US credibility in Japan or 
adversely affecting Japanese southward sea eomrwni cations (See Annex.3). 
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b. Security of Sea Communications and Access to Oil . The 
Japanese vulnerability to interruption of external sources of energy and 
other raw materials makes Japan peculiarly sensitive to external pressures— 
its abrupt derecognition of Israel after the October 1973 War being a case 
in point. Consequently, the interaction of Japan’s own policies to resolve 
its future supply problems with the policies of other countries, especially 
those of the Soviet Onion, the PRC, and the United States, could affect 
Japan's alliance position. 

Neither the Soviet Onion nor the PRC is likely to be 

able to become a dominant supplier of oil to Japan during the coming decade. 

to 

Therefore, Japan is unlikely to have to accede7 political demands of either 
of the communist powers if either threatened an oil cut-off. The PRC or 
the Soviet Union could exercise real leverage against Japan by threatening 
or inducing other states in Southeast Asia to harrass Japan's supply routes. 
Such harassment is conceivable, for example, through raising objections 
to or trying to place limits on Japanese oil tankers passing through the 
area. Such activity already occurs on a minor scale even without "induce¬ 
ment" from great powers. Taiwan presents an island base for operations of 
this nature if it comes under Peking's control. The Malacca Straits and : 
Singapore may present a possible target for Chinese subversive penetrations 
or political pressure aimed at the trade routes. In tfie extreme, the Soyiet 
Union, because of its expanding navy, could have the potential for interruption 
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of Japan's sea lanes that extends from the Persian Golf right to Japan. 
Host important are choke points such as the Malacca, Sunda, Lombok and 
other Indonesian straits. 

Finally, the power that is best able to offer Japan 
security of its trade routes against acute disruption or to threaten their 
serious disruption, including at source, will be able to affect Japan's 
future alignment or non-alignment. This power should and must be the US. 

3. Specific policies that the US should pursue with respect to 
the most significant countries in Southeast Asia, are presented in Part III 
Southeast Asia, particularly the Thailand, Philippine and the Indonesian 
annexes. Similarly, the annexes in Part IV on South Asia-Indian Ocean 
(Annex 9} and South Paciflc-AflZUS (Annex 10} contain policy recommendations 
for those areas. 

8. Phasing 

There is little utility in establishing arbitrary time frames for 
this kind of strategy, although specific performance targets may be given 
time objectives (i,e., South Korean military self-sufficiency by 1980). It 
is useful, however, to state time-related conditions to be achieved or 
anticipated. 
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Phase I - 197S-'7S . Restoration of US credibility as a reliable 
power. Basic policy: Don't rock the boat . Avoid or minimize any reduc¬ 
tion in US force deployments in Northeast Asia. Assure that declarations 
to maintain commitments are matched by actions as repaired. 

In Southeast Asia reduce our forces and presence as necessary, 
but not at a pace faster than either Thailand or the Philippines desire. 

/, 






Phase H - 197o-'g0 and Beyond . Period of PRC inferiority vis- 
a-vis the USSR. It will take at least five to ten years to know whether the 
PRC can withstand Soviet pressures to contain and compromise Chinese;political 
independence into the indefinite future. At a minimum, passing this test 
will require the PRC initially to acquire a nuclear arsenal that will give 
it an assured destruction capability. The PRC could then, however, become 
the major destabilizing force in Asia. The PRC could engage in expansionist 
activities, perhaps supporting the insurgencies it chooses with 
conventional forces in states bordering China. Sore likely will be increased 
covert support to insurgencies and direct party-to-party cooperation with 
other Asian communists toward the eventual collapse of “capitalist" 
governments. Because of these possibilities some argue against ar\y US 
efforts to bolster the PRC vis-a-vis the Soviet Union. The wisdom of aiding 
or not aiding the PP.C would be dependent upon a precise periodic evaluation 
of the correlation of forces between the two communist powers. 




The US should continue to maintain access to military 
facilities in Japan, Philippines and, if possible, Thailand. US should give 
highest priority to improving its political' relationships with the countries 
of East Asra, including Gurma, Cambodia and Vietnam in that order. 

Phase U! - Mid -80s or Beyond . Approach of PP.C-Soviet Union 
. equivalency. Subic Say in the Philippines will probably still be necessary 
and the US should try to retain access to it. j 

C. Evaluation 

No one can predict the exact outcome of the many potential 
scenarios that might occur in the East Asian theater. Despite Lenin's motto 
that the Soviet road to Western Europe passed through China, Asia has always 
presented the Soviet Union with difficult operating terrain. Soviet triumphs 
in Asia have been costly and ephemeral. Though Soviet prestige and 
presence in Asia currently appears strong in Vietnam, Laos and India, it is 
weak elsewhere. For example, none at ell in eosreunist Cambodia end what 
little influence the Soviets have had in Thailand is now challenged by the 
Chinese, As a final factor most Asians find it difficult to like the Russians. 

Past Soviet inability to control events or its allies doss not 
mean that it won't make the effort with the patience that consistently 
characterizes Soviet strategy. Moreover, generally speaking, the trend in 
Soviet power and influence is upward and expansionist, while the trend in US 
power and the capability and will to cope with Soviet efforts to "fish in trous 




likewise, the PRC ability to both ward off the Soviet threat 
anti lead 3 Third World crusade against both'the US and the USSR is in doubt. 
The prospects for the Chinese gaining the leadership of the Third World are 
limited by the persistence of strong currents of nationalism in most Third 
World countries. Even if the PRC became the titular leader of the Third 
World the general confusion, conflict and instability that characterizes 
many of these countries will bring little strength to the Chinese cause. 

Nevertheless, until the Soviet bid for hegemony is proved im¬ 
possible, the US should {1J do what it can to assist Peking's efforts to 
retain complete independence and freedom of action from Soviet machinations, 
and (2) encourage the PRC to remain reasonably passive on the insurgency 
front. If the PRC again becomes the driving force in Asia. Japan should be 
induced to become a positive counter to Peking’s expansionism. 

n. «aTro»At security objectives 

The general US security objective in the Pacific area is to ensure that 
no single country or coalition of countries hostile to the United States 
dominates the Western Pacific or approaches thereto, A related objective 
is to endeavor to limit the intensity of Sino-Soviet competition in the 
area (via a constructive u'S politicel/econonic/ssilitary presence and the 
uncertainty that issues from US strategic nuclear capabilities) so that 
it does not erupt into open warfare with incalculable consequences. 
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A. Northeast Asia Reaional 

US security interests in Northeast Asia derive from the US 
relationship with'Japan. 

1. Japan . The US must ensure that Japan remains a politically 
and economically free state, democratic in nature, and allied with the US 
toward the achievement of our primary objective. Japan is the single count: 
its Asia whose political, economic and territorial integrity is absolutely 
vital to the preservation of US security in the Western Pacific. Vet there 
are those who question how much, longer we can continue to justify our 
military presence in Asia on tiffs basis alone. There is concern that a 
future Japanese government might no longer see merit in a US military 
. presence on Japanese soil or no longer believe such a presence to be necessa 
or desirable in terms of Japanese Interests. There is also concern a US 
Congress might grow tired of the cost of the protection cf Japan. 

At the present time there does not appear to be ary alterna¬ 
tive to a US Pacific strategy which is based on the firmest possible U$- 
Japanese security linkages. {See Annex 1). 

2. South' Korea . The United States must retain its security 

treaty with'South' Korea until such time as Korea can be unified peacefully 
on terms acceptable to both Korean governments and which pose no military 
threat to Japan. (See Annex 2). ^ . 

3. P.aoublic of Chin a (Taiwan ). The US should not abrogate its 
security commitments to the P.OC until the POC and the PRC have themselves 


decided on how to resolve the future status of Taiwan or until the ROC it¬ 
self decides it no longer needs a security relationship with the OS. (See 

_Annex 3). __ 

B. Southeast Asia 

The supplementary US security objective in Asia is to ensure that 
no single country hostile to the United States and Japan achieves military, 
political and economic domination or, perhaps core likely, ascendancy over 
Southeast Asia. Security-oriented objectives in Southeast Asia and their 
related interests derive their importance, in part, from their direct re¬ 
lation to Japan's political and economic security. These interests, however, 
are also highly important to the United States in terms of their relation¬ 
ship to the current and future status and purpose of the United States as a 
global power. 

Specifically, US objectives should be to: 

1. Maintain a capacity to monitor developments in Indochina 
through maintaining a mission in Laos (if not done obsequiously) and periodic 
naval presence in the South China Sea and Gulf of Thailand. 

2. Help Thailand to preserve its independence end territorial 
integrity by continuing friendly and cooperative working liaison relation- ' 
shi'ps with Thailand that do not preclude, but do not necessarily require a 
US military presence on Thai territory. Attempt to retain Manila Pact 
after the phase-out of SSATG. 

2. As a minimum, maintain present low-fcey relations with Burma. 

/* 

v% 





( 


( 


X. 


-K- 

CONFIDENTIAL 

4. Strengthen US relations with Malaysia and Singapore; en¬ 
courage Australia and New Zealand to retain existing security links to both. 

5. Retain US bases in mode acceptable to Filipino nationalist 
feelings. Assist through MAP and FMS Philippine efforts to modernize 
forces. Retain Mutual Security Treaty. 

5, Cooperate via MAP'and FMS in strengthening Indonesian armed 
forces with minimal presence of US personnel. Scrupulously respect Indonesian 
non-alignment policy, but respond to Indonesian requests for assistance in 
the event of any significant Soviet and/or PRC pressure, Ensure continued 
freedom of passage through the Straits of Malacca and Lombok Straits for 
US naval vessels sailing to and from the Indian Ocean. 

C. South Asia and Indian Ocean Area 

1. Maintain a US naval presence at Diego Gercia in the Indian 
Ocean (unless or until the Soviet Union is willing to accept a tacit agree¬ 
ment that neither the US or the USSR will seek a permanent naval presence 
there and that they will limit the number and type of naval vessels that 
occasionally transit the area), 

2 - r '-fils 

. 3, Strengthen friendly relations with Iran and Pakistan; attempt 
to strengthen Pakistan militarily. 

4. Respond to Indian initiatives to improve Indian-American 



relaiions, 




III. THREATS TO US OBJECTIVES AMD INTERESTS; 

The threats to the stability and hence to the peace and security of the 
Asiart-Pacifit area rise within many of the countries and regions themselves: 
from the Sino-Soviet conflict and the Soviet and Chinese Military deploy¬ 
ments related thereto; from the importance and vulnerability of the sea 
lines of communications; from the capabilities and policies of two middle- 
rank communist powers (Vietnam and North KoreaJ; from conflicting ideologies 
and movements including,Piuslim independence forces; from socio-political 
unrest that results from population pressures and inadequate development 
programs; from highly charged nationalism and finally the decreased credi¬ 
bility of the United States as a power concerned about instability and able 
or willing to support collective or unilateral security efforts. Most 
of the countries in Southeast Asia, for example, are seeking new relations 
with Peking since they believe the US is withdrawing from Asia and has no 
will to stay. This perception may be mistaken but it nevertheless persists. 

The future roles of the Soviet Union and the Peoples' Republic of China 
in Asia are the major concern of theCUnited States in the immediate post- 
Vietnam era. America's allies and friends in Asia are cognizant of growing 
Soviet capability and the relatively weakened US capability. Japan and 
roost especially, China, are conscious of the fact that Soviet military 
superiority would offer the Soviets the possibility of being able to make or 
to threaten selected strategic attacks against them. Even more important to 
our Asian friends is the psychological and political advantage which might 
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issue from an evidently superior Soviet military machine, one useful in 
the coercive diplomacy of Blackmail, however subtle the coercion might be. 
There is no evidence that either the Soviet Union or the PRC will 
abandon the threat or the actual use of force as a fundamental element of 
their foreign policies. Nor is there evidence that they can categorically 
control the externa! activities; of either Vietnam or North Korea. Evidence 
suggests that they jointly or separately will continue to support political/ 
psychological warfare activities as well as communist-led insurgencies 
operating in the turbulent political-social climate of many of the countries 
in the region. 

The possibility of the Soviet Union, the PRC and even down-the-road 
India, utilizing nuclear blackmail threats to achieve foreign policy objec¬ 
tives cannot be overlooked. 

A. Strategic Threats 

The Soviet navy is a major strategic threat to the United States’ 
objectives and interests in Asia. The Soviet navy enhances considerably the 
capability of the Soviet Union to project its power throughout Asia. 

The Soviet navy is today a “Blue water navy" with almost as many 
surface combat ships as the US and over three times as many submarines {other 
"than ballistic missile submarines). Small surface ships with an emphasis on 
speed and heavy firepower would complement the Soviet style of diplomacy if 
the opportunity in Asia were available. Ahead of the US in surface-to-surface 
anti-ship missiles end possessing a formidable attack submarine fleet, the 
Soviet navy presents a significant threat to the security interests of the US 
and its allies. Reflective of the Soviet Pacific focus is the fact that 750 






ships of the Soviet navy are committed to their Pacific Ocean fleet. By 
comparison the Soviet Baltic fleet numbers 750 ships, and their Black Sea/ 
Mediterranean fleet includes 700 ships. 

Royal Navy Captain John £. Moore, editor of Jane's Piohtino Shies , 
has warned in his foreword to the 1S75-76 edition that, 

"The Soviet Union has 'spent 50 percent more than the 
United States on naval shipbuilding in the past ten 
years.., 

"The evergrowing Soviet navy has outrun the legitimate 
requirements of national defense and has no logical 
merchant defense role in time of war... 

"The NATO nations must abide by the lessons- of history— 
unnecessarily large forces are intended for aggressive 
action,' 1 

Naval forces are useful for far more than simply fighting. They 
are excellent for surveillance operations, charting and research in the 
oceans, port calls that help spread influence or create at least the im¬ 
pression thereof, maintaining a military presence without all the disadvantages 
that accrue to permanent oases with combat personnel, and providing emergency 
relief and rescue operations when natural disasters occur. In this latter 
regard, helicopter carriers, for example, can often carry out spectacularly 
effective relief operations—which can have equally valuable political payoff. 
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Finally, the imaginative use of Soviet naval power to support Soviet detente 
diplomacy is a repeated theme in the official writings of Admiral Georgi V, 
Gorshov, the father of today's modern Soviet- navy. 

If the US further reduces its naval forces in Southeast Asia or 
loses access to the Subic Bay facilities in the Philippines, the Soviet Union 
could upset the entire balance of power in Asia if it can obtain use of the 
Cam Ranh Say naval facilities in Vietnam. This deployment of Soviet power 
would help close the ring around China and bring the Soviet and Chinese 
navies into direct confrontation In the South China Sea. [In this case, 
the Si no-Soviet conflict would definitely affect the peace and stability of 
cast Asia.} This possibility should not be taken lightly. Adm. Elmo Zumwait 
(Ret.), has already described how the Soviet navy had achieved enough 
supremacy in the Eastern Mediterranean to threaten the US Sixth fleet during 
the Arab.-Israeli Kar fn October 1973. The US- had lost many of its Base 
facilities and the US fleet could not stand against threatened Soviet air and 
naval assaults from four directions. The Soviet navy outnumbered the American 
navy 98 ships to 65*. 

TBs- CfiSnese- do not yet pose 190 = 6 :of a-strategip threat to the 
US or even Japan. The Chinese do, however, possess the world's third largest 
navy and the largest fleet of small attack craft. China continues to 
develop its missile capacity. US-Chinese rapprochement is a direct function 
of the Chinese perception of the Soviet strategic threat. This rapprochement 
is not guaranteed to last forever, particularly if the US proves unable to 
cooperate effectively. ' /. v 

| I 

*"wi:son, George C., "Soviet iiavy Plans Better Than US, Zumwelt Says," WasVrr-yfpiL. 
Post, July 23, ln7i. 
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Thus, the Soviets ere the primary threat to the US strategic position 
in Asia today. It is likely that the Chinese could he the major threat in 
the future. If hegemony over all countries of Asia is impossible, hegemony 
over the seas therein is not. The Soviets and Chinese both are capable now 
or in the not too distant future of serious competition for naval supremacy 
in Asia and thereby seriously threaten japan and the security of the Western 
Pacific. 

B. Conventional Threats 

Conventional threats to US interests or that of its allies in Asia 
come from four sources: the USSR, the PRC, Worth Korea and Vietnam. The 
Soviets and the Chinese can now or in the near future threaten the sea lanes 
of Southeast Asia and the Indian Ocean. The Worth Koreans are a potential 
threat to attack South Korea. The Worth Vietnamese military forces are a 
direct conventional threat to the Thai even if the current prospects for using 
these forces in a conventional assault are remote. The Vietnamese could also 
eventually pose a serious threat to Thai oil and fishing interests and all 
shipping in the Gulf of Thailand. 

C. Subversive and Political Threats 

The most immediate threats to peace and stability in Asia come in 
the form of insurgency with external support and political and psychological 
warfare. The North Vietnamese and the Chinese are the most dangerous sources 
of threat in both these areas—either in cooperation or competition with 
each other. The Soviets and Chinese should not be ruled out of communist 
intra-party conflict in Asia that could manifest itself in guerrilla warfare 
between communists and governments at the same time. 

The nature and scope of these security problems for the US in Asia 
follows by region in Section V of this Appendix. ' 
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IV. U$ STRATEGY, CAPABILITIES A!iD FACILITIES IN THH ASIAN-PACIFIC AREA 


A, The Strategy 

The fact that the US faces Asia across the Pacific Ocean determines 
that the US should pursue on essentially maritime strategy to support its 
security interests there. 

All US military deployments in the Asian-Pacific area are made on 
the premise that these -forces provide a fundamental support to the conduct 
of US foreign policy. The US has for the most part pursued a maritime strategy 
to support its Asian policies. For a quarter of a century the western anchor 
of' this strategy has been the off-shore island chain from Japan to the Philip¬ 
pines, with South Korea considered as a kind of peninsular island linked to 
Japan. After the Korean war most American military planners adopted, almost 
as an article of faith, the principle that the US should not engage in sus¬ 
tained ground combat on the Asian mainland. This principle was violated in 
the Indochina conflict. It is unlikely to be violated in the future. 

Because of the growing power of the Soviet navy and its deployment 
into the Indian Ocean, Indonesia, the gateway between the Pacific and Indian 
Oceans, has become an important concern in US strategic planning. Deep in the 
Indian Ocean the naval-air-communications base being developed at Oiego 
Garcia represents the farthest extension of the off-shore island chain concept. 

B. The Forces 

Today, under the Commander in Chief Pacific, the US disposes of an 
array of forces, installations, facilities and advisors to safeguard US secu¬ 
rity interests within the framework of US foreign policy. 



The US-Chinese rapprochement in Asia, made possible by the Si no- 
Soviet split and post-Vietnam force reduction,have resulted in a shift in 
US general force planning from the “two and one-half war" concept to one in 
which our forces are to be prepared for a conflict in Europe and a minor con¬ 
flict elsewhere. Based on the assumption that the US-China link will deter 
the Soviets in Asia and unwilling to get committed to another Asian conflict, 
the US conventional capability has dwindled. US domestic fiscal pressures 
have also induced conventional force cuts. Presently, US forces in the area 
are deployed approximately as follows: 

South Korea: 2nd Infantry Div.» 314 Air Div. 

22,000 Combat troops 
12,000 Support troops 
7,000 Airmen 
54 F-4s 

7th Fleet 

Kadena Air Base (Airlift, Refueling) 

60 F-4s 

3rd Marine Division 
20,000 men 

3rd Marine Aiming 

3rd Air Division - SAC 
15-20 B-52s 
15-20 Tankers 

Subic Bay Naval Base- 

Clerk Air Base 
20 F-4s 
30 C-l30s 

Utapao-Udon 
17,000 Airmen 

100 Combat Planes (Approximately) 

100 Support Planes 


Japan: 

Okinawa: 


Guam: 

Phil ippines: 

Thailand: 


Hawaii: 
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Hawaii: 


25th Infantry Div. (2 Brigades! 

12,000 Men 

3rd Fleet Japan: 7th Fleet 
(Combined fleet strength - 220 Combat Ships) 

7 Aircraft Carriers 
2 Cruisers 

SO Destroyers (Submarine strength classified) 


Diego Parcia: US-UK Base in Indian Ocean 


Australia: Facilities and Installations 


f 
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These deployments indicate that the US forces remain essentially in 
a forward basing posture. Forward deployed forces contribute to the overall 
defense of the Pacific are3, to the security of air/sea lines of communications, 
the stability of non-communist Southeast Asia, the equilibrium of Northeast 
Asia,end to the undergirding of US influence in both the Western Pacific and 
Indian Ocean areas. 

As indicated in Section I.S.of this Appendix (3), during the initial 
post-Indochina phase the forward basing posture should be maintained as 
completely as possible. In the next phase (1S75 to approximately 1930) ad¬ 
justments may be made in this posture depending on political attitudes of 
host countries and changes in US capabilities and international developments. 

As a general rule,_ the US should not pull back from facilities in 
Asia if asked to remain under appropriate arrangements. On the other hand, 
it should pull back or reduce its forces if ashed to or if the presence of 
US forces becomes a serious source of political agitation. The removal of 
combat forces, however, need not necessarily involve the removal of advisors 
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For tfie longer-h'aul third phase,some of the presently forward 
based forces may have to be located in Guam and the Marianas if Subic Bay 
and Clark Field in the Philippines prove no longer viable. 

C, The Missions of US Pacific Forces 

1. To monitor potentially hostile or adversary activities in 
the Western Pacific-Indian Ocean areas by air and sea surveillance. 

2. To deter conflict either via presence or rapid access to 
threatened areas. 

3. To assist allied forces to enhance their capabilities to 
maintain their own national security. 

4. To facilitate and coordinate, as desirable, security coopera¬ 
tion among US allies. 

5. To defend US security interests as necessary. 

As indicated previously the US should support its security interests 
primarily by a maritime strategy utilising both naval and air force com¬ 
ponents to back it up.* For the immediate and mid-term the US must base its 
maritime strategy on access to the island chain stretching from the Aleutians 
through Japan, Okinawa, the Philippines, Singapore, Indonesia down into 
Australia and Maw Zealand. Currently, Taiwan is part of this chain but 
cannot remain so for much longer. The chain would extend into the Indian 
Ocean to Diego Garcia. Sy the mid-1980s if hard base complexes are developed 
in the Marianas and Guam, coupled with technological advances, it may not be 


*ihe monitoring of sea lanes and the warding off of efforts to interrupt sea 
communications might be a suitable role for long-range and long-loitering 
S-52s—until a more suitable aircraft for this mission comes along. 
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necessary to have permanent bases in Japan and the loss of access to Taiwan 
could be compensated for if access is retained to Subic Bay and Singapore. 

0. Future Adjustments 

Regardless of the utility of this maritime strategy US security 
needs of the future will require the US defense capability to adjust to the 
new Asian security setting. 

The problem of retaining US bases in foreign nations is probably 
more acute today than it has ever been. Pressure for removal of US forces 
currently stationed on foreign bases is often more intense in the halls of 
the US Congress then in the countries themselves. Nevertheless, even abroad 
there is increasing pressure on these facilities, encouraged in part by 
doubts that the US will ever use them anyway. The US must begin planning 
for the strong possibility that in one decade, with one or two exceptions, 
the US will b'e unable to maintain any "hard" "bases or facilities in foreign 
countries, Herd bases will be possible only in US-controlled territories. 
lit th'e Western Pacific Asian area this may mean essentially the Marianas and 
Guam. 

There is an outside possibility that we will be able somewhat longer 
to maintain access to hard facilities in the Philippines, particularly at 
Subic Bay. Currently, the Philippines is the most important a'nd cooperative 
ally we have in Southeast Asia. The Subic Bay facilities are irreplacable if 
the US intends to develop and maintain, as we will recommend here, an effec¬ 
tive maritime strategy in Asia. The Filipinos want to cooperate and retain 
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security ties to the United States. If we play our political cards right we 
might be able to maintain access to their facilities for longer than 10 years. 
There is a possibility that effective US diplomacy will enable the US and 
Japan to jointly utilize the naval and air facilities that have been 
developed there. Sut to be on the safe side, we need to adapt our forces 
C t 0 advanced technologies in which the need for forward land bases will be 
greatly reduced. 

In addition to increasing the defense capabilities of our allies 
and friends, the US needs to enhance its own capability to operate from 
greater ranges than the current “forward basing strategy" permits. Enhanced 
surveillance and targeting capabilities and more flexible and rapid command 
■ and control capabilities will be necessary for use in what may be a "remote" 
area for conflict— remote from US land bases. Hew basing arrangements will 
also necessitate revised stockpiling procedures and more compatible equipment 
with our allies and friends. Further, the US must expect that it will be un¬ 
able to maintain secure war reserves in foreign countries. To do so it will 
have to enlarge sufficiently both its strategic mobility and aerial resupply 
capability. Limited support facilities at Diego Garcia or in the Marianas 
will have to be used it? a manner heretofore provided for the US by its allies. 
The World War II fleet logistics flotillas need refurbishing. 

In projecting the US security posture in Asia to the turn of the 
century, several assumptions are to be noted. Foremost is the assumption that 
there will not be an Aslan conflict in which US forces will be employed in 
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land combat. This further assumes: that reunification of Korea will not 
be attempted by tiorth Korea through force; that Japan's commercial links 
throughout Southeast Asia are not interrupted; that US-Chine-Japan security 
interests vis-a-vis the Soviet Union remain in concert; and that the Soviet 
Union does not initiate a major effort in Asia to fill the “imaginary 
vacuum" created by a deliberately-designed lowered American profile. Whether 
these assumptions will hold up will depend on the presence of adequate, 
effective US naval and air forces and strong US leadership in Washington 
capable of acting if deterrence fails. 

There are many operational advantages associated with present US 
deployments in a forward basing concept. Currently, US air and naval bases 
on Guam, considerably eastward and roughly equidistant from the Philippines 
and Japan, are at the rear of the forward basing deployments. Hawaii, an 
integral part of the US, provides the location for the permanent and most 
important US Pacific base system. 

£. Guam and the Marianas 

Looking toward the future, some ccnsideratiorrhas been given to makin 
Guam and other potential bases in the Marianas the location of the most west¬ 
ward deployment for US forces. 

Guam and the Marianas, two separate yet relatively nearby geographi¬ 
cal entities, are located some 330D miles west of Honolulu. 
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Guam, under a congressional act of 1950, became an incorporated terri¬ 
tory of the US whose government is monitored by the US Department of the 
Interior. Having served the more public role as SAC base {B-52 base} for 
US air operations into Indochina, and in the spring and summer of 1975 as 
a refugee center, Guam represents excellent air and naval facilities for 
both global and regional operations. Present operations utilize fully toe 
space available on Guam, Additional space and facilities cn Guam, to re¬ 
place US forward base facilities, are not feasible, especially under peace¬ 
time conditions. 

The US assumed responsibility for Rota, Tinian, Saipan as a US 
Trust Territory following World War II. Subsequently, the northern Marianas 
sought a closer identification with the US through cosmo nwealth status. 

Upon termination of the US Trusteeship Agreement and with US Congress approval 
the northern Mariana Island is to become a self-governing commonwealth in 
political union with and under the sovereignty of the US. 

The northern Mariana Islands comprise the area now known as the 
Mariana Island District of the Trust Territory of the Pacific Islands and 
includes the more sizeable islands of Saipan, Rota, Tinian, 

The strategic significance of Guam, the Trust Territory of the 
Pacific Islands stems primarily from its geographic location, near lines of 
communication from North America to the East Asia region. Virtually all east- 
west air routes pass through either Japan or Guam in the Marianas, out in 

traffic density and importance most air routes are far north, of Guam 
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through Alaska arid Honolulu to Japan and then south to Taipei, Kong Kong, 

Manila and on to Sangkok or Singapore. 

While not all of the islands have good airports, harbors and petroleum 
storage facilities, the facilities on Guess and the projected construction 
for Tinian will greatly enhance the capability of ships and aircraft to pass 
through or patrol the Central Pacific area. As important anchorages for 
surface combatant or submarines, the facilities provide the opportunity for 
naval elements to replenish supplies, conduct minor repairs, or simply pre¬ 
clude having to remain under constant sailing. 

The advantages to the US of these territories provide both military 
and political options as the US readjusts to the realities of the post- 
Indochina period. In the current period of "shifting orientations” in Asia, 
the partial option available to the US of reverting to a more constricted 
basing posture within US territory provides s valuable diplomatic card. 

F. The Factors of Chance 

The present US base structure in the Western Pacific.differs 
markedly from that before we began our deep involvement in Indochina lO.years 
ago end will likely be quite different 10 years from now. 

The issue between forward basing (present dispositions), inter¬ 
mediate (3uam-f'arianas) or Hawaii is more than a question of what should be 
retained where and for how long. Rather it is a question of what should be 
retained where for what purpose,. 
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No exact answer to this question can be given. The answer win 
depend upon the emerging future situation in the Asian-Pacific area. And 
the future, particularly in an area as vast and complex as this one-third 
of the globe is an adventure into the unknown. Realistically, we need to 
examine the gradual erosion of foreign base rights, determine what forces 
or functions must be maintained in the Western Pacific for the indefinite 
future, and access the possibility of using Guam and the Northern Marianas 
as a complement to our foreign base structure. 

The Northern Marianas also are important in terras of land require¬ 
ments which cannot be met on Guam or elsewhere in the Western Pacific. 

These requirements include conventional ammunition storage, war reserves of 
petroleum and maneuver areas. 

While we are thinking of facilities and functions which could be 
located in the Northern Marianas, we also should-be taking a close look at 
the materiel condition and environmental impact of our bases and facilities 
elsewhere for maintenance, repair, and new construction during the period 
1980-90. What are the prospects that Congress will approve major new construc¬ 
tion (replacement! programs at various overseas base sites during this time 
frame? Which'installations suffer most from urban encroachment? What are 
the chances that local and national governments will enact 2 onvng laws which 
protect Gur military installations? What will be the impact of doing nothing 
to preserve and protect our current installations? 



The use of the Northern (Sarienas as a political hedge against 
undesirable changes in our Western Pacific base structure will depend, to a 
very large extent, on one’s perception of the future. Certainly, a complete 
fall-back to the Marianas is undesirable if our current security arrangements 
with Japan, Korea and the Philippines remain intact. But so too is the 
progressive deterioration of force readiness, operating flexibility, 
logistic support, and other base facilities. Too often we have sacrificed 
these considerations to maintain "military presence” in foreign countries. 
Nowhere is this more true than in Japan and Okinawa. We now are beginning 
to face similar problems in the Philippines. The Northern Marianas will 
enable us to accept some of these undesirable constraints without jeopardizing 
the combat effectiveness of our forces. 

At this time the US is not changing its deployment strategy—for¬ 
ward Basing remains advantageous. ,, Officially, if a fall-back 

basing concept were adopted it would require a new strategy. Our allies 
currently do not want us to withdraw from present forward bases to the 
Pacific Island Trust Territories. If and when they do want us to withdraw, 
such a desire will reflect a disinterest in their security relationship with 
the US. Such a development would affect US strategic planning in the Pacific 
in e fundamental way.* 


*in 19/1, when US thought all was "coming apart” in Asia the JCS pushed for 
a Tinian construction program. Now that events appear to have stabilized, 
DoU has the problem of convincing Congress that ws still need construction 
funds. A further problem is that Northern Marianas expect the construction. 



Currently the US does not wish to give South Korea, Japan or the 
Philippines the impression that the US is relocating or planning a new 
basing strategy. Were US allies to perceive that the US is planning an 
eventual withdrawal from the "forward bases,” very destabilizing effects 
might be set into motion. As long as US allies acknowledge the mutual 
security interests served by US occupied bases on their territory, the US 
should neither pay rental for the bases nor accept limitation on their use 
which would adversely affect the operational missions. 
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V. THE SECURITY OF ALLIES AKD FRIEHDS IH ASIA 
A. Sertheast Asia 

During the immediate post-Vietnas! period (1975-'/$) US security 
interests in Asia are most directly served by the maintenance of a close, 
cooperative alliance relationship between the US and Japan. The istrediate 
adjustments the US makes in Southeast Asia can strengthen or weaken this 
relationship. If properly sustained, the US-Uapanese alliance can serve as 
at least one pole of stability in the region while indigenous states read¬ 
just to the realities of a Vietnamese dominated Indochina, a calculated US- 
Ciiina rapprochement, continuing Sino-Soviet competition over the aligned and 
non-aligned states, and the attitudes of American people unwilling to be 
further committed to an “Asian quagmire." 

1. Japan* . One of the most outstanding successes of American 
policy since 19*5 has been the relationship between the US and Japan. 
Eventually the relationship became an alliance which now is based on the 
1960 Treaty of Mutual Cooperation and Security that has served to protect US 
security with and on behalf of Japan. Japan's powerful industrial resources 
and its strategic location in Asia vis-a-vis the Soviet Union and China^are 
the hallmarks of OS security interests. Were Japan either to fall prey to - 
a power hostile to the US or elect to follow a competitive .independent 
political and military course, US regional and global interests would be 
adversely affected. Both Washington and ToKyo realize that the alliance has 


’See Japan Annex for additional discussion of internal political considera¬ 
tions and Japan's options. (Annex 1) 



served both nations well for over twenty years. The alliance can continue 
even though there is a vocal minority in Japan which opposes it" 

and there are Americans who have questioned and may in¬ 
creasingly question any alliance in which the US assures Japan's security 
at what appears minimal cost to the Japanese. 

Significant changes in the perceptions of either of the 
partners could well change the nature of their relationship. If, for what¬ 
ever reason, Japan were- to follow a snore independent political and military 
course (i.e,, to undergird its growing political power with more military 
muscle] the US would have to reassess its commitment to Japan in view of 
diverging interests. Similarly, were Japan to become critical about US 
basing facilities on Japan and Okinawa, we would need to reassess American 
troop presence in Japan and find alternatives to our present "forward 
basing" strategy. 

Such'changes it? Japan will largely be a function of identifiable 
behavioral patterns of our present adversaries, the Soviet Union and China, 
and the US reactions thereto that might reduce the perceived credibility of 
the US commitment to defend Japan. Events in the spring of 1875 in Indo¬ 
china, while geographically remote to Japan, temporarily created new un¬ 
certainties about American policy. This uncertainty stemmed largely from 
the suspicion that Washington does not fully comprehend Asia's changing 
realities and is insensitive to the "Asian view" of these realities. The 
Japanese were able to forgive Americans for the shock caused by the economic 
and political moves of the Nixon Administration. They had difficulty, however, 
in comprehending their ally's acquiescence in the Indochina defeat, however 
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rationalized. Secretary of Defense Schlesinger's visit to Japan and South 
Korea in late August 1975 went a long way toward relieving Japanese un¬ 
certainties. Japanese government leaders were reportedly particularly 
pleased with Schlesinger's clear public statement about US policy in Asia, 
particularly toward Korea and Japan. In addition, the visit to the US of 
Japanese Emperor Hirohito in October 1975, while “above politics!' has also 
reinforced the close identity between Washington and Tokyo. 

Developments in the Korean Peninsula have the most immediate 
impact on US-Japan security interests. Long run changes in the strategic 
balance between the US and USSR, however, could cause much more significant 
changes in the US-Japansse alliance. If nuclear parity becomes in reality 
, Moscow's recognized nuclear superiority, the US nuclear guarantee would 
certainly be less credible. Similarly, the conventional military power of 
the US also plays a significant role in Japan's security equation, US 
inability to respond against a threat to South Korea or Taiwan without the 
use of the nuclear arm would also undercut the US-Japan security relationship. 

Even if the US is successful in convincing Japan that the 
US coamitraent is credible, it will still have to deal with an idea prevalent 
in Japan—that military strength is not an important element in Japan's 
foreign policy. If the idea that weapons count for little in a nation's, 
security becomes popular the Japanese people may see no reason for continuing 
the Japan-US alliance. If such attitudes prevail, the US might expect that 
its bases in Japan will once again become an irritant in Japanese politics. 
Currently, however, these bases are lass of an irritant than was the case 




These facilities at present provide the forward bases for 
LIS Marine Corps elements committed to the reinforcement of South Korea and 
as the inrnediate reaction force to any regional contigenc.y. The Okinawa 
bases, along with Vokosufca, ffokota and Iwakuni, have also served as a symbol 
of America's intentions to continue to play a role in the defense of Japan. 

Hopefully, there will be little serious challenge to the 
US Seventh Fleet use of naval facilities located in Japan. US naval power 
is the primary instrument of LIS military power in the Far East and it will 
be difficult and extremely costly to duplicate these facilities elsewhere. 
But large naval facilities are quite visible and not immune to agitational 
challenge. 

A key misunderstanding concerning the continued presence of 
US forces in Japan is the Japanese public perception that the bases exist 
primarily for the protection of the US and not for Japan. While there is 
little consensus in Japan as to h'ow Japan would or should defend itself 
without the Bases, it is not certain that a clear majority favor a continu¬ 
ation of the status quo, particularly after the US defeat in Indochina. 

If strong Japanese nationali_stn develops, the pressure for change by 1980 may: 
be even greater. The Japanese leadership will have to revolve these mis- * 
understandings if the US-Japanese security alliance is to remain viable. 

The United States finds itself in a frustrating paradox. Japa 
depends on US forces for protection. The credibility of the US security 
commitment depends upon a visible US military presence in northeast Asia, 
including Japanese perceptions of the viability of the US nuclear umbrella. 







If these perceptions Become uncertain, pressure for the removal of US bases 
in Japan could cause increasing friction between Americans and Japanese and 
Between the Japanese government and its people. Adjustments in the U$- 
Japanese security alliance should focus on ways to cope with this paradox. 

Por the future, one technique for dealing with any increase 
in puBlic pressure for removal o'f the permanent US military presence in 
Japan might Be rotation of forces. The US and Japan could devise arrange* 
msnts that would permit, the US to rotate its forces in and out of Japan 
under different contingency security plans. Bases could Be semi-commercialized 
yet useable for military exercises. These-contingency plans would Be exer¬ 
cised in a manner sensitive to changes to internal Japanese political con¬ 
ditions. Adroitly conducted exercises could crystalfze Japanese responsibility 
in mutual security cooperation with the US and assure that the bases would 
be available for reinsertion of US air and naval forces in an emergency. 

In this case, the US would maintain the credibility of its commitment to 
Japan, though with a lowered military profile. This approach would enhance 
Japan's security role. This cooperative mode should be limited, however, 
to those kinds of security threats which previously induced Japan to make 
marginal improvements in its self-defense forces. 

Mutual security cooperation might require more than verbal 
or written understandings or operational exercises. It could require en¬ 
hanced use of non-nuclear technology so as to enable Japan to compete in a 
non-nuclear way wfttt the nuclear powers. Protection of US-Japan security 





interests would certainly require compatible air defense procedures; inter¬ 
connected intelligence, warning and communications; and sane increase in 
Japanese capacity to conduct interdictory naval operations, Such coopera¬ 
tion and coordination (which is currently under discussion between the two 
countries) is, in effect, what 1IAT0 seeks to ensure through its elaborate 
alliance structure. 

There are other political and (Military relationships which 
may influence the future-of US-Japanese relations. Technological Break¬ 
throughs, for example, outside the nuclear reactor and into the laser field, 
could permit the Japanese to consider enhancing their own defense capability. 




Even tf Japan eschews a more independent security course, 
increasing interaction in the Asian region by 1980 may still necessitate 
a readjustment in the alliance. US-Japan security interests may also 
diverge as the US expands its political and economic relations with the 
communist states, and Japan's economic strength leads to a more independent 
international role for Japan. (See Japan Annex 1J. The nature of "read¬ 
justment" is difficult to envision at this time because there seents to be 
no consensus on the superior benefits to Be achieved through any alternative 
to the current US-Japanese security alliance. Any new security treaty v;ould 
still have to emphasize the mutuality of interests and require clear ex¬ 
pression of Japan's confidence in America's military commitment to the 
defense of both Japanese and American interests. The Japanese would have to 
continue to support the stability of the region by coordinating Japanese 
security with the US and not Striding out on an independent path of their 
own. *' 

The problem, however, is that opening debate over a new or 
revised security treaty might well provoke Japanese opinion which could be 
more dysfunctional than endeayaring to revise the security relationship 
through less- formal arrangements. Moreover, there is even the possibility 
that the US Congress might not approve a new security treaty or would so 
delay and emasculate it that there could arise serious questions over tbs 
credibility of the US commitment to Japan. 

Adjustments will obviously have to center around the struc¬ 
ture and process of consultation, defense comp!iraentarity end redefinition 


of defense roles and base structure, not the security ccimitment and overall 
contribution of each party. 

If the US loses access to bases in Japan and Okinawa, alterna¬ 
tive basing arrangements will be needed if the US is to ensure the security 
of the Western Pacific and help maintain a stable 5alance of power in North¬ 
east Asia. 

At the present time the alternative security arrangements for the 

US in this region are either Korea, or Taiwan. If Taiwan does, in fact, come 

under Peking's authority, South Korea would be the only accessible territory 
* the 

through which/JS could maintain a forward basing strategy in Northeast Asia. 

The problem here is that Congress is unlikely to support a US presence in 
Korea if and when US forces are out of Japan. On the other hand, givei 
certain technolog teal advances, the US might be able to secure its interests 
in Asia in a "mid-range’ 1 basing posture, using Guam or Tinian in the Mariana 
Islands, mid-way between our present forward basing posture and Hawaii. 

2. Republic cf Korea* . US security interests in South Korea 
relate to balance cf power considerations in both regional and global tents. 

The US commitment to the defense of South Korea contributes- substantially 
to continued peace and stability in the Korean Peninsula and in Northeast 
Asia. Other deterrents worth noting are: QJ. ROK military strength itself, 
which is likely to become even greater vis-a-vis North Korea in the next 
five to ten years; (21 Chinese-Soviet misgivings about war inK.orea; 


T See Korea, Annex 2 for more detailed discussion of internal political situation. 



-;o- 


c 

{3; fears of provoking changes in Japan's attitudes toward rearmament; 

(«) limited North Korean capabilities to carry- out war without outside help; 
and (5) continued South Korean economic success which should continue to out¬ 
class that of North Korea. 

A Korea unified By force under the communist leadership in 
r P'yongyang would directly threaten the security of Japan and the credibility 
of the US-Japanese security treaty. The failure of the US to cope success¬ 
fully with the North. Vietnamese-USSR-PRC assault on South Vietnam and the US 
security-commitment thereto has- weakened to some extent the credibility of 
US- security commitments to Both South;Korea and Japan and perhaps broader 
political-security'relationships on a worldwide scale. A failure of the 
. US to honor its consnitraent to South Korea could cause both allies and ad¬ 



versaries- to suspect that the US political process was totally incapable of 
sustaining any-security pledge. The most immediate test and threat to the 
US security- interests is the potential miscalculation by the North Koreans, 
wither without Moscow and Peking support that could lead to war in Korea 
and thereby threaten not only the peace rn Asia, but also result in serious 
confrontation between the major powers, 

The Basis for the US security commitment to the Republic of- 
Korea js the T954 Mutual Defense treaty in which Article III states:' 


"Each party- recognises that an armed attack in the Pacific 
area on either of the parties in territories now under 
their respective administrative control, or hereafter 
recognised By one of the parties as lawfully brought under 
the administrative control of the other, would Be dangerous 
to its own peace and safety and declares that in case of 
renewal of armed attack they should again Be prompt to 
resist, and warned that a breach of the armistice would be 
so grave that it probably would not be pcssible to confine 
battles within the frontiers of Korea." 






U.S. security objectives with respect to South Korea are: 

1. To prevent the outbreak of war in Korea. 

2. To maintain and enhance the defense capability of the armed 
forces of the Republic of Korea; 

3. To maintain the credibility of U.S. commitment as enunciated in 
the Mutual Defense Treaty of 1254; 

4. To maintain access to the military facilities in South Korea which 
enhance the ability of the U.S. to project its power for political 
purposes into a strategically significant area close to the Soviet 
Union and PRC; 

5. To maintain the Military Armistice Commission in the supervision 
of the 1253 Armistice Agreement. This Commission serves to date 
as a channel of communications between the North and South and 
between the UN Command and North Korea forces. 

While the U.S. has made many additional statements of support for 
Korean security from time to time, none of these statements extends the 
U.S. commitment originally stated in the Mutual Security Treaty. The 
treaty, it shall be noted, does not require the U.S. to maintain forces, 
of any Rind on the peninsula. The U.S. has agreed, however, to consult 
with the Koreans before substantially reducing the number of our armed 
forces in Korea. 
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American ground forces in Korea contribute only marginally 
to the defense of South Korea, which could probably withstand a unilateral 
North Korean attack. US air power is more important to the defense of South 
Korea than ground forces. The primary value of US forces in Korea there¬ 
fore is deterrence of attack and politics! leverage for the US vis-a-vis 
the PRC, the Soviet Union and North Korea. The US military presence is 
also of considerable psychological importance in maintaining the sense of 
confidence that is responsible for so much of Korea's development since the 
end of the Korean War. 

Kfif-le the presence of American troops in substantial numbers 
in Korea makes- it difficult to reach a lasting area-wide political settle¬ 
ment with' the PRC and North Korea, it is extremely unlikely that a with¬ 
drawal of US forces in the immediate future will promote such a settlement. 

In fact, were it not for the presence of US forces in South Korea, the 
north would be sorely tempted to try- a second time to reunify- the country on 
its-own terms, which would, in turn, force the USSR and the PRC to provide 
support for their “committed ally." The consequences for detente would 
be disastrous. US- forces, therefore, help deter such, action by Kim 21 Sung 
and thereby satisfy Japan concerning the stability of the peninsula. These 
forces also help deter President Park from even further repressive activities 
in South Korea that he might feel were necessary to maintain control in the 
absence of US troops. 

At some point in the future, perhaps by 1578-'80, after we 
and our allies and friends in Asia have weathered the adverse effects of the 
communist victory-in Vietnam,another assessment of the balance of power 



between North and South Korea should be made, If we can determine that each 
state is strong enough to deter any- attempt by the other to change the 
status quo on its own, we may Begin to withdraw US army forces from South 
Korea while retaining residual air units. The security convniSilent should 
remain until the north and south; can reconcile their differences in a manner 
that will not threaten the balance of power in Northeast Asia and the 
security of Japan. 

Even though the current US commitment to the Republic of 
Korea serves to deter direct North Korean aggression, some observers have 
expressed concern about the possibility of a Vietnam-style insurgency 
developing in South Korea. Development of such a communist insurgency is 
unlifcely. Socio-political conditions in Korea and Vietnam are not at ell 
similar. ISoreover, South Koreans hate and fear communists even more than 
they may disliKe ParR. Far more possible would be non-communist opposition 
to the ParK regime which could cause severe internal disorder in urban areas. 
Such a situation could tempt Kim II Sung to intervene militarily. If urban 
guerrilla operations could begin in the south and ultimately threaten the 
safety and security-of US forces, some Americans might urge an early US with¬ 
drawal. The US Government would then face a serious dilemma>for it is un- 
liKely that it will be able to help the legal South Korean Government to 
meet this Kind of challenge. The success of South Korean resistance would 
then depend on its own resolution and the popular support it can obtain or. 
its own from its own people. 
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8. Republic of China (Taiwan) * 

How Washington and Peking resolve their differences over Taiwan hi 
a direct bearing on US security' interests in'Northeast Asia. For the US 
the most significant problems are: Cl J how to change the nature, scope and 
tenure of US security corrmitment to Taiwan while seeking more extensive 
f cooperation with the PP.C vis-a-vis the Soviet Union, and (2} how to ensure 
that the "solution" to the Taiwan problem does not result in both the PRC 
and our allies and friends, including the Taiwanese, perceiving a US "sell¬ 
out." 

The Mutual Defense Treaty between the Republic of China and the 
US is the underpinning of Taiwan's security support from the US, and serves 
as the legal bast's for US use of facilities- on Taiwan. The key provision 
of the Treaty, Article V. states that "each party recognizes that an armed 
attack in the West Pacific area directed against the territories of either 
of the oarttes would Be dangerous to its own peace and safety and declares 
that it would act to meet the common danger in accordance with its 
constitutional processes-." 

Walter P. FScConaughy, US Ambassador to the Republic of China, : in 
19oS described the strategic significance of Taiwan to the Senate Subcommittee 
on US Security Agreements and Commitments Abroad: "Lying midway along the 
offshore island chain stretching from Japan to Indonesia, Taiwan occupies a 
strategic position, not only in military terms, 5ut in respect to the lines 
of communication and trade which are important to the continued development 
of the Fast Asian region as a whole." One may question whether Taiwan has 


'See Taiwan, Annex 3. 
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such strategic importance today. Yet for 25 years Taiwan has been part of 
the offshore defense line which extends from the Aleutians to the Philippines, 
from which the United States could support military operations along the - 
periphery- of oast Asia. No one can say with certainty how the removal of 
Taiwan from the US defense chain will affect the adjacent links. 

Current political considerations- related to the Sino-Soviet split 
appear to outweigh the historical and strategic imperatives that led to the 
US-Taiwao alliance. After the 1349 communist victory- in the mainland, US 
interests largely centered on the possibility of a U5-China confrontation 
over Taiwan, Korea, Japan or at that time French Indochina. The presumed 
implication of the peaceful reversion of Taiwan to PRC control is that 
Taiwan will no longer serve-US security interests and that China's occupation 
of a former Bastion of the US forward defense perimeter will not destabilize 
Southeast Asia or compromise other US interests in Asia. There is con¬ 
siderable controversy over this- matter... 

Ambassador KcConaugfty's description of Taiwan strategic 


position, for example, may still have merit. Peking control over Taiwan would 
present rather significant opportunities- for the Chinese. If Peking gains 
control of Taiwan it simultansously eliminates a threatening adversary 
position and provides-more convenient access into non-communist controlled 
sea and air lanes. Normal operating areas for China's air and sea patrols 
would thus be adjacent to the northern Philippines and the southern Japanese 
islands. War conditions aside, such projected Communist Chinese power could 
sometime in the future have a significant impact on both the Philippines' sense 
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There is no guarantee that the PRC will always be seeking assistance from 
others against the "hegemonval designs" of the Soviet Union. The Chinese 
are not incapable of such designs themselves 1 , if not over the countries 
directly,at least indirectly through control of the South China Sea. 

If Japan and the Philippines were to consider such an extension of 
Peking's military power a threat to their security- they could call on US 
military reaffirmation of their US alliance ties (a response which China 
might again consider threatening to its own intentions I- A second alternative 
for both the Philippines- and Japan would be to seek, greater accommodation 

with the Chinese, though bath Manila and Tokyo realize that “state-to-state“ 

relations with Peking could enhance "party-tc-party-*’ relations between the 
CCP and the Philippine and Japanese communist elements. Finally, but most 
unlikely, the two states might toy with, an expanded Soviet involvement in 
the East and South' China Seas. The opportunity for the Soviets to “work with” 
OS allies- to counter China would be most welcome in Moscow. 

US security interests with. Taiwan are linked to three factors: 

US- allies-' perception of the relationship of the Republic of China security 
to their own, Taiwan's potential utility in general war, and the value of 
US-RDC military-cooperation. Militarily, Taiwan is of'some value to both. 
Japan and the Philippines, who have worked witb the ROC on Taiwan to enhance 

their own defense capabilities and the overall security in the region. These 

two states now, however, appear prepared to relinquish that cooperation in 
favor of improved relations with. Peking. It is- possible, nevertheless, that 
"Od see a potential threat to their own security in the manner in 



which Peking eventually takes over Taiwan and the US posture in Asia at 
that time; i.e., a Peking takeover by force of Taiwan after a unilateral 
abandonment by the US and further US mili'tary'withdrawal from Asia would 
be seriously destabilizing. 

US-ROC close cooperation ensures that Peking does- not have the 
opportunity to use Taiwan's industrial base and its technological expertise 
for internal development nor its geographical location from which insurgency 
support operations could'be conducted, particularly against the Philippines, 
fior is it outside the realm of possibility that removal of this "last threat" 
to PP,C territorial security on the east might encourage Moscow to take 
precipitous action before China could consolidate operational defenses- and 
be able to move forces to the Soviet frontier. 

A continuing ’OS commitment to the independence of Taiwan is highly 
unlikely. The only feasible "commitment" by the US is to the principle that 
the PRC not take over Taiwan by- force of arms coupled with attempts to 
persuade Peking to abide by this principle,or perhaps some US assistance to 
Taiwan if Peking does- try to take it by force. Any Soviet attempt to align 
with Taiwan would significantly intensify the Sino-Soyiet conflict and would 
probably provoke a Peking assault on Taiwan—an assault the US would find - 
impossible to counter given the nature and source of the provocation, 

A second (and most improbable! scenario would find Taiwan initiating 
its own nuclear weapons- program and asserting its- independence from Peking, 
Washington and Moscow. Such a step would greatly destabilize the region, 
especially as it might precipitate Peking counteraction with the possibility 





for even more extensive armed conflict. The introduction of another 
nuclear state in the region would Induce Japan and South Korea to reassess 
their nuclear vulnerafsility and perhaps embark, on their own nuclear programs. 

To assure that drastic, destabilizing actions do not occur either 
through initiatives by Taipei or Peking, the US over the next few years 
should continue to assist the P,0C in maintaining and modernizing its defense 
capability and thus deter Peking from using force to settle its "internal 
problem" with Taiwan. For the short term (T975- 1 75] US continued support 
of the defense of Taiwan will contribute to the confidence of the ROC Govern¬ 
ment and will retain the credibility of US commitments- to other states 
which would be more directly-influenced by any-abrupt Peking use of force 
to change Taiwan’s status: the Philippines and South' Korea. 

( It is difficult to project the status of Taiwan beyond the next few 

years. The Sino-Soyiet conflict could call for a unique case of "mutual 
adversary cooperation.” The PRC might see considerable advantage in con¬ 
tinued US utilization of the facilities currently available to American 
military forces in Taiwan for the next two to three years. So long as the 
Sino-Soviet conflict continues and the PRC remains the markedly weaker of 
the two states, US access to and potential use of Taiwan's military 
facilities to secure the air and sea lanes which are vital to Japan also 
complements China's eastern defense against Soviet naval intrusion. 



Alternatively, even if continued US utilization of Taiwan's 
facilities is impossible, the PRC could still see some advantage in an 
"autonomous" Taiwan at least until such time as the PRC can equal or sur¬ 
pass the qualityof Taiwan's current economic, technological and industrial 
base. PRC cooperation with: an autonomous Taiwan as a different Rind of 
“Song Kong" might Be more valuable than total takeover and forced restruc¬ 
turing of the economic processes there and "reform" of its people. The 
"payoff" internationally to Peking of a reasonable and responsiBle handling 
of the Taiwan problem could be considerable. Peking might find it possible 
to achieve something akin to a "Benign psychological hegemony," acceptable 
to most Southeast Asian states, whereas attempts to achieve an "active beoe- 
mony-' 1 could Be counterproductive. 

C... Southeast Asia 

To American policymakers in the Truman, Eisenhower, Kennedy, 
Johnson, and first Mixon Administrations, security in Southeast Asia was 
essentially an aspect of the global political-military confrontation with 
aggressive power motivated by communist ideology. Twenty years later and 
after the loss of 50,000 + American lives and the expenditure of tens of 
billions of dollars, the American people appear to have decided that the 
"'loss" of Indochina to hostile powers doss not represent a threat to US 
security. Moreover, US relations with both China and the Soviet Union and 
US perceptions of.the threats therefrom have changed considerably in the 
past five years. Nevertheless, the US may still have some intrinsic security 
interests in the remainder of mainland Southeast Asia. 
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in an era of global interdependence the region's rich natural 
and human resource base, and the region's geographic location as an air and 
naval crossroads which links Northeast Asia, South Asia and the Persian Gulf 
now give it significant importance beyond that which brought the US to the 
region in the first place. Furthermore, US security interests in Southeast 
Asia are now inextricably linked to those of Japan in and through the region. 
The US oust define these interests in terms of the new post-Vietnam political 
realities of Southeast Asia, These new realities are: 

1, Vietnam is the strongest nation state in both military and 
political terms in Southeast Asfs. Moreover, Vietnam already-dominates Laos 
and will certainly try to exercise control over Cambodia. [See Vietnam, 

Annex 4.} 


2. Thailand and the Philippines have accelerated their efforts 
to cope with the dramatic rise in colonist power in the region by estab¬ 
lishing relations with the PRC and trying to establish relations with north 
Vietnam. 


3. China far the time being does not perceive American presence 
ip Southeast Asia as a threat to its- territorial security. The PRC now 
Bslieyes that the Soviet Union presents a more serious threat and believes 
that the Soviet Union is- trying to encircle China through both South and 
Southeast Asia. China now feels compelled to compete more actively with the 
USSR and perhaps even Hanoi' for power and influence in Southeast Asia, 
particularly in Thailand, Surma, Laos and in Cambodia. The projection of 
the Sine-Soviet conflict into Southeast Asis thus- presents new problems 





and opportunities for the US in its assessment of its political and 
security interests throughout the region, 

4. Although the forces of nationalism in Malaysia, Thailand, 
and the Philippines enhance the capability of these states to meet threats 
to their political and territorial integrity, communist insurgent elements 
r in these countries threaten their internal stability by forcing the 

division of capital and manpower into military affairs rather than 
direct development programs, The future of all of these communist insur¬ 
gent movements in part on the nature and scope of the support which 
Hanoi, the PRC or in certain cases, the Soviet Union decides to give 
them. Currently, Thailand seems the most likely target for increased 
insurgency with outside support from Vietnam and Laos. 

( 8urma, however, is perhaps even more vulnerable to insurgency 

than Thailand. The PRC is supporting communist insurgents in Northern 
Burma, and further extension of Soviet power and influence in South and 
Southeast Asia (the Indian Ocean and’laos and Vietnam, specifically) 
could ''compel" the PPX to allocate major resources to insurgent support or 
penetration of the government in Sums and try to gain thereby "a Chinese 
proxy window on the Bay of Bengal.” Chinese success in such an effort 
would change the whole strategic balance on the northern tier of the 
Indian Ocean. 

S. If the Melayo-Polynasian states of Southeast Asia (Malaysia, 
Philippines and Indonesia) are able to maintain their non-communist Inde¬ 
pendence, America's interests in Southeast Asia as stated in section II of 
this appendix will be preserved. (The relation of Thailand to these pro¬ 
spects is treated separately in the Thai annex.) Success in maint 
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the ir Independence also depends upon the willingness of the US to partici¬ 
pate in the balance of power process with Peking, Moscow and Hanoi'. If 
the US is unwilling to assist these countries they could become victims 
of the revolutionary interests of Hanoi or the Chinese or the Soviets. It 
is important to remember that while Japan does represent an alternative 
source of economist development assistance, it is- not likely to be an active, 
constructive political factor in the area. 

Continued US- interest and active political/psychological and 
economic presence in Southeast Asia can 0 I affect the scope of adjust¬ 
ments the non-coftrsionist countries-of Southeast Asia will Have to make with 
the communist states; and C?I influence Soviet, Chinese and Vietnamese 
actions in the area. 

U2 security-planners- should consider three issues regarding 
Southeast Asia: 

1. Those states presently aligned and/or friendly to the US do 
not shire comnoR perceptions of the nature and scope of the various threats 
in the region and the kind of role the US should play along with the other 
states to counter the threats. 

Z. There is need for careful reevaluation of the level and 
type of military forces that the US can maintain In Southeast Asia in a 
manner that is non-prevocative both for these states' delicate internal 
political balancesand towards the neighboring states of China and Vietnam, 
me primary purpose of these forces is geo-poli'tical ir, nature and scope, 
ih'ey can help deter larger conventional or nuclear conflict by undergirding 
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the US political presence in the region. They-should not be used in local 
wars or insurgencies although they might provide valuable training assistance. 

3, The states of Southeast Asia are still uncertain as to the 
nature of and need for possible future alternative arrangements for regional 
cooperation, with or without the US, that would contribute to stability in 
r the region. ASEAN h‘as potential in this regard, but needs some time to 

develop its- political and economic "power" or influence*. The development 
of indigenously regional "political” power, however, depends very much on 
the willingness and capacity of the states'of the area, particularly the 
ASEAN states, to work together. Their track record in this regard is poor. 
Unfortunately, there are currently few indications- of a new commitment to 
put aside inter-regional disputes and animosities and work seriously toward 
making ASEAN, as Thai Ambassador to the US Anan panyarachun puts it, 

"a fact of international life." 

fundamental and lasting US interests- in mainland Southeast Asia 
derive largely- from the possible impact of events there on countries in 
Northeast Asia. Thus, if the eommintst forces were to gain control of the 
governments of all of mainland Southeast Asia and thereby draw the mainland 
out of the international market economy, the political and psychological 
consequences for Japan, South' Korea and Taiwan would be seriously destabi¬ 
lizing. Communist control of mainland Southeast Asia would drastically 
threaten both the internal and external security of hlalaysia, Indonesia 
and the Philippines. If Indonesia turned communist, Japanese shipping to the 
Persian Culf would be interrupted. Th'e US has an important interest in pre¬ 
venting these undesirable consequences. 



*5ee ASEAN, Annex 5, 
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1, Phil ropi-nes . * The OS is- committed to the security- of its 
former colony through the Mutual Defense Agreement of 1951, the Military 
Assistance Treaty of logs,and the Military.Bases Aareemeot nf 19A7. 

OS- security interests in the Philippines stem primarily 
from the advantageous geographical position which Clark. Air Base and Subic 
Naval Base provide for the VS, the primary US security interests is to 
maintain access-to and through'these facilities, and thereby enhance the US 
regional and global security posture. The naval facilities in particular 
are vital to US- surveillance and security activities along the entire line 
from the Indian Ocean to the Northern and Western pacific. Though the US 
biasing rights- have again come under review by the present Philippine 
administration of Ferdinand Marcos, It is apparent, both for domestic and 
international reasons, that the Philippines-seeks- to retain both the 
defense and economic advantages which the presence of some 16,000 US troops 
bring to the Philippines. The prospects are that the US will be able to 
meet the desired "cosmetic changes" in the basing arrangement, particularly 
those relative to "extraterritoriality" through a tacit ouid pro quo of base 
utilization for mfSitary assistance. Any abrupt change in the nature or 
scope of operations presently conducted from the Philippine air and naval, 
facilities and,- of course, any change in Manila's position relative to use 
of the bases on a non-rental 5asis would threaten US security interests in 
Southeast Asia. 


'See Philippitses. Annex 6, for political considerations. 
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Ho such changes appear lively in the immediate post-Vietnam 
era. Washington and fonvla kM 1 continue the present alliance relationship 
and the US will he able to "hold the line” on any more drastic changes in 
its posturing vis-a-vis Northeast and Southeast Asia. 

Future US-PRi'lippin.e security arrangements are largely con¬ 
tingent upon the as yet unidentified successor(sI to President forces and 
upon the ability of the Philippine Government to contain or even resolve the 
intense insurgency of the southern based Philippine fiusticis who threaten 
both the territorial integrity and political and economic viability of 
the Republic. With respect to the succession issue, although there remains 
a reservoir of very warm affection between Filipinos and Americans, the 
continued identification of the tiarcos regime with. Washington may necessitate 
that his successor, however he is identified, assert greater independence 
from the US in an effort to enhance his own political standing. 

The succession issue relates, of course, not only to personal 
identifications, Bst perhaps more immediately to the continued unattraetive- 
nes-s to the American people of another Asian country under authoritarian 


rule. Increasingly, American Congressmen are questioning the US commitment 
of some $2o million per year to a regime which has set aside most democratic 
processes. (See Philippines, Annex C.) ..... _ - 

Clearly, the Philippines needs the US during a very diffi¬ 


cult period of national development. But the Filipino people seep a greater 


Asian identification with" their need for continued American economic 
military assistance end alliance that enables the Philippines to etts 




policy. 
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' COfflBTiAL. 

As both' the US and the Philippines weather the current 
readjustments in the Asian power setting, and particularly as Filipinos 
assert their independence in the interest of exercising their spirit of 
nationalism, there is a danger that Philippine policynakers may misread 
their ability to act as- an independent power in Asia. They-may not realize 
the implications' for regional stability of overtures which would have been 
considered radical less than a year ago. Neither Washington nor Manila 
can afford to permit their relations to drift apart as a result of what 
may be naive responses- to overtures by Petting, Moscow, and Hanoi. 

/ 

s c 

While clarifying the limits to which the US will be willing 
to go in both base and economic arrangements, it is in the interest of the 
US to demonstrate its willingness to continue the historic links the two 
States have developed for the sake of both regional and Philippine 
domestic security. 

2* Thailand* . US-Thai security relations since 1950 have been 
based on the willingness of the Thai Government to support the US-UN collective 
security principles -in Asia. Aligned with the US through the Manila Pact.and 
Southeast Asia Treaty Organization, Thailand in the 1960s lent invaluable 
support through troop and base facilities to the US effort in Indochina. 

Once the conflict in Indochina ended, US interests in Thailand diminished. 
Thailand, nevertheless, remains threatened by serious Peking and Hanoi- 


*See Thailand, Annex 7, for pertinent political aspects. 




supported insurgencies in North and Northeast Thailand. The Thai are 
also struggling to legitimize and institutionalize a new civilian-dominated 
democracies!ly oriented government based on a-meaningful constftion. 

Finally, Bangfiof? is- trying to accomodate to its hostile neighbors while 
the US seems to Rave become more distant from Thailand. 

The Thai themselves want to lessen their close identification 
with, the US—but not completely. This effort to loosen the identification 
came, unfortunately-for .That security interests, at the same time that US 
polvcymafcers, marred 5y the Vietnamese experience, began to question their 
constituent to Thailand's program of national defense and development. The 
Americans seem a little too willing to withdraw military power and "commit¬ 
ment" in the face of Thai public "demands'* to do so. More mutual effort 
is needed to determine which "demands’ 1 and ” accomodations” are really 
wanted or necessary or desirable over the long run. 

OS Interests in Thai!and-stem from; 

1. The American need to retain some influence on the 
future course of Hanot’s political and territorial designs in Southeast Asia; 

2. Tbs continued utility of certain facilities in Thailand 
which serve US global security interests; 
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These alternative facilities are particularly important in 
light of the more extensive Soviet naval activity- in the Indian Ocean and 
tn light of current uncertainties relative to US basing rights in the 
Philippines-. Before giving up hope for working out some arrangements 
which win permit joint use of fact! it res, particularly until the “realities" 
of Asia become clear, the Thai' and American governments should explore the 
matter patiently- end carefully. 

The US-government should seek to determine whether US assis¬ 
tance in the maintenance of this- extensive complex as- a commercial 
facility available to promote Thai economic interests would be an acceptable 
oui'd ore ouo I 

--l. /, J 

The US arrangement with C= 

Singapore might serve as. a useful model for future Thai-US security coordina¬ 
tion without the so-called "taint" of an alliance relationship. 

Of all the Southeast Asian countries which are trying to 
resist communist pressure, Thailand represents the most precarious case for 
the immediate future. If the Thais are unable to meet the insurgent challenge 
directly or to enlist the cooperation of China in deterring continuing 
Hanot efforts, it is- most unlikely that the present iThai political system 
will remain viable. The paradox is thus one in which,for popular support, 
the Thsi leadership must continuously pressure the US to meet the announced 





military withdrawal schedule while at the same time the Thais are faced 
with a most critical situation in which some American assistance is 
needed. The separate annex on Thailand provides a more detailed dis¬ 
cussion of the problems Thailand faces and the relationship of Thailand 
to the security of the region and the future of ASEAM. The US should 
carefully reassess with the Thai exactly what the changing Asian 
realities are and how Thailand can best be served by some continued 
US presence. 

3. Indonesia* ., US' security interests yvs-a-yis Indonesia relate 
primarily'to its- geographic location astride the air and sea routes between 
the Pacific and Indian Oceans, and midway between the Asian mainland and 
our Australian and New Zealand allies. An Indonesia under the control of 
a government hostile both: to the US and Japan would seriously affect US 
security- interests- in Asia. The same would be true if domestic conditions 
in Indonesia became so unstable that the government could not guarantee safe, 
secure and unobstructed passage through the economically significant Straits 
of Malacca and LomboE. Moreover, the prospects for stability in the rest 
of non-communist Southeast Asia depend in large measure on Indonesia's, 
domestic stability-and security. 

In terms of site, population and resource potential, Indonesia 
is- a potential regional leader. The 130 million people of Indonesia are 
friendly to the OS- and Indonesian leaders- accept an American presence in 


'See Annsx-S for pertinent political considerations. 




the Southeast Asia region as- vital to the peace and stability of the region. 
This welcome to PS presence in the region does not, however, extend to a 
desire for PS military presence on Indonesian soil. Moreover, any assis¬ 
tance the US would be willing to provide to Indonesia will have to be based 
upon those needs identified by-the Indonesians 1 and those which will contri¬ 
bute to the national interest as defined by Jakarta. 

Several factors- do, however, compromise the prospects for a 
significant leadership role for Indonesia in the near future. Population 
pressures on the presently-overcrowded islands (especially Java!, food 
shortages, and povertyare major problems- for Jakarta. Equally major is 
the government's own inability to organize itself politically to tackle these 
problems. 

Southeast fats and the South. Pacific states recognize 
Indonesia's- potential. Bet also fear any leadership role that might resemble 
in any way the style of the Sukarno era. These states-are suspicious of 
Jakarta/s intentions toward the'potentially economically prosperous Papua 
Hew Guinea. These suspicions seen unwarranted in view of the slow and 
deliberate reaction Indonesia has thus far exhibited with regard to con¬ 
flict between moderates and leftist elements in Portuguese Timor. 

. Khile current US interests in Indonesia stem largely from 
its strategic location, it is important to remember that much of the raw 
material base throughout the island chain remains unexplored. Oil deposits 
at present are significant, especially for Japan,as a partial alternative 
to Arab oil. Additional resources, as yet untapped, would further enhance 
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both the potential for accnor-iic development and serve as prospects for 
more investment By other developed states. 

Indonesia's- position at recent law of the Sea Conferences 
has caused some consternation in Washington. Indonesia's “Archipaelago 
Concept" (in which all waters within a base line around the 13,000 plus 
islands are considered territorial waters by Jakarta} and its claim that 
the Malacca Straits are within Indonesian territorial waters, conflicts with 
US- interests- in free passage through' all international straits. Indonesia 
has already declared its- intention to enforce the principle of “prior 
notification" for all foreign ships using the straits. Were Indonesia to 
be successful in gaining international recognition of its territorial waters 
position, US fleet operations- between the Pacific and Indian Oceans would 
b'e. affected and 'an adverse precedent would he set for other areas which are, 
from a US security'point of view, best left as- international waterways. 

Some agreements on anty-pollution and safety practices might be negotiated, 
but it is in the US interests to endeavor to dissuade both Indonesia and 
Malaysia from their present rigid approach on Law of the Sea issues. A 
compromise is likely to be reached on this issue. 

Conditions exist within Indonesia which render it vulnerable to 
insurgent activities, although the Indonesian Army is capable of suppressing 
any internal struggles. It is not inconceivable, however, that by 1980 out¬ 
side powers could be heavily involved in supporting insurgent activities in 
certain islands. Here again, as is the case with Thailand, Hanoi might 
eventually have good reason to support an insurgent movement that at least 
attempcs to bleed Indonesia in order to prevent it from posing a serious 
political, economic, psychological or even military challenge 
to any of Hanoi's pretensions to leadership {the Chinese : - p s~ 
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cal? It regions? hegemony) in Southeast Asia. We doubt that such attempts 
by Hanoi can or will Be successful. The United States, nevertheless, should 
carefully consider the role that expanded and properly focused economic 
assistance might play- in accelerating Indonesian capacity- to preempt serious 
insurgency threats- through' successful economic, social and political 

development throughout the islands. 

Assuming that Indonesia is able to realize more of its 

potential by the 1980s, Jakarta leadership in ASEAN regional economic plans 
could expand into greater political and military- cooperation arrangements 
throughout Southeast Asia. Such cooperation-could in turn enhance regional 
capacity to resist outside interference. 

If Indonesia masters its complicated internal problems it 
could become the non-communist counter to Hanoi in Southeast Asia even 
if Thailand and Malaysia fall. But this is a role the Indonesians will 
have to take upon themselves. The Indonesian leaders are convinced of the 
virtues of non-alignment, natural resiliency and self-reliance. Indonesians* 
national indentity and purpose may drive them to assume this role even 
without US assistance. They will stand up to Hanoi and will not compromise 
their non-aligned attitude. But, Indonesia's future will be easier 
if the US recognizes the importance of Indonesia in the security and 
stability of Southeast Asia and provides the "proper aid.'* As for 
Indonesia's continued non-aligned, only a charismatic leader such as 
Sukarno night be able to lead Indonesia an alliance-type relationship with 
the P?,C or the Soviet Union, and there are no Sukarno's on the horizon. 
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Currently, the Indonesian armed forces have limited defense 
capabili ty. Indonesia has virtually no modem air force (F-86 and a few 
KIGs) and no navy of any account. The fighting capability of the army 
C350,C00 approximately!, is- rated as excellent, 'here is a core for 
developing the air force around many qualified pilots (trained in the Soviet 
f Union, US, Rumania and Egypt! but the Indonesian air force has almost no 

maintenance capability, Ttte Indonesian military strategy is based on their 
assumption that there will not 5e a blitz against them and that they will be 
able to move to the contested area and contain any security threat. What 
Indonesia does' need is cornnunStations, air and sea transportation, landing 
craft and air surveillance equipment. Indonesia does not need nor does it 
desire a large air force nor a traditional large and expensive HAAG. 

C There is no place for an American training officer serving in the field with 
the Indonesian forces. Any insurgent problem in Indonesia can and will be 
handled by the Indonesians. 

Indonesia has- not yet sought advanced weapons purely for the 
sake of prestige. But the Indonesians along with the Thais and the Filipinos 
are aware of the billions of dollars and vast stocks of equipment which the 
US poured down the Indochina drain—in a losing cause. All three countries 
received marginal .1AP support during the US crusade in Indochina. Now that 
there is increasing recognition of the intrinsic importance of Indonesia as 
a fail-back position in Southeast Asia, the Indonesians would like to see the 
US more responsive to their modest requests for military assistance. 
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4. Malaysia . US-Malaysian relations have been friendly and 
correct. A participant in the non-aligned nations' conferences, Malaysia 
maintains a loose defense arrangement with' the United Kingdom, Australia, 

New Zealand and Singapore. Cormunist insurgents who operate from Thailand 
across Malaysia's borders pose the most significant security-threat to 
, Malaysia. Internal political, economic and racial problems, including 

those on Sabah' which' interact witfC the Philipsines' southern Muslim problem, 
represent the greatest concern to Kuala Lumpur. Were domestic instability 
to become more acute in either Thailand or Indonesia, Malaysia could not 
remain unaffected. Outsiders can do little to Kelp the Malaysia government 
cope with ani?- increase in domestic unrest whether or not it was provoked 
by foreign powers. 

( US'security interests in Malaysia are directly related to 

Malaysia's position astride the contnsrcially important Malacca Straits. Also, 
Malaysia could become an insurgency trail between Thailand and Singapore. 
Serious political instability in Malaysia could affect US interests in 
assuring safe and secure commercial and naval passage through the straits. 

Socii instability would also affect the sense of security of Singapore end 
Indonesia. 

- Malaysia is an advocate of a neutralized Southeast Asia, 

though': it recognizes that great power agreement on this issue is unlikely 
to occur in the short run. Malaysia has tried to retain a non-aligned posture 
by- seeking accommodation with: China, the Soviet Union, Japan and the "S. 
Malaysia has. However, sought US military assistance, on a cash basis'and 


without a visible US presence. 
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Kftile Malaysia has had "correct and friendly- relations" 
with the US, the two states have not been in agreement on the role of US 
forces in the region and on the issue of territorial waters. At present, 
Malaysia, with' Indonesia, persists in its policy of requiring "advance 
notification” of ships- passing through:the straits—a polity- that reflects 
r Kuala Lumpur's- claims that the Straits- of Malacca are within tfie territorial 


waters of Malaysia. 

S. Singapore! - Geographically located at the hub” of Southeast 
As-ia, Singapore represents-a vital communication and transportation linlc 
Between Kerttieas-t and South:Asia, The important air and naval facilities 
in Singapore twite significant great power interests, because their control 
by a hostile power would greatly-effect commercial and military activities 
in the region, especially those of the US. 

The coirmerciel significance of Singapore is evidenced by 
the fact that approximately- every- three-minutes an oil tanker passes this 
shipping center enroute to or returning from Japan. The US has a direct 
security interest in maintaining safe and secure cossitercial routes which are 
necessary for Japan's economic viability. 

Singapore operates the third largest oil refinery in the world 
and has sizeable oil storage facilities. Singapore has mads its ideal ship 
repair facilities available to the US on a preferential basis. All of these 
facilities contribute to the US capacity to maintain the operating efficiency 
cf the Seventh Fleet and thereby to the overall military capability of the 
US in the region. 
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At present, Singapore follows the "idea!" approach, from 
the American viewpoint, to regional security-. Under the strong leadership 
of Prime Minister tee Kuan-few and buoyed by one of the highest per capita 
income rates, the present Singapore leadership Has focused on the resolu¬ 
tion of domestic, social, economic and politfcal problems which have served 
as the basis for domestic unrest'in Malaysia and Indonesia. 

The most immediate problem in US-Singapore security relations 
concerns continued US' access- to the naval repair and oil storage facilities. 
Heretofore, British, presence in Singapore and British control of the facilities 
guaranteed US access. Efforts are now underway to work out a new 8ritish 
contractual relationship with Singapore through which US access might be 
guaranteed, rf these efforts- fail the government of Singapore may have to 
accommodate Soviet, and eventually even Chinese, ships seeking access to 
the preferred installations. While Singapore would prefer to meet US needs 
on a priority basis, it may have to yield to increasing Soviet pressure to 
use the facilities in order to preserve Singapore’s- non-aligned posture. 

Assuming that this short-run problem is- resolved without 
lessening US access to Singapore, US security interests in the long run are 
to remain focused on Singapore's need to maintain its economic growth momentum, 
for its economy to grow, Singapore must retain access to Japanese and 
Western commercial communities and it must be able to acguire Arab oil to 
support its refining industry. 

Prime Minister Lee Kuan-Yew has been one of the most out¬ 
spoken supporters of the US, whether the issue relates to US military presence 
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in Southeast Asia/ , 

Jor involves territorial water rights'and the Straits ^ 
of Malacca (Singapore supports' the US on open seas and the recognition 


of the straits as international watersj. 


Over the long run it does not seem 1ikely- that Prime Minister 


Lee ICuan-Tew vd‘11 encourage a large increase in Soviet contnercial, diplomatic 


and naval activities. Such'attraction of the Soviets,even though designed 


in part to maintain Singapore's non-aligned posture, could provoke China 


which' maintains a strong interest in the sizeable Chinese overseas community 


in Singapore. Wfti-le China may not respond overtly, the possibilities of 
subversion through the Chinese community' are as apparent here as they are in 


Sjaiaysi/a and Indonesia. 

Long term, informal IfS security relations with Singapore 


are thus more secure than those with the other states of the region. 


Althouoh Prime Minister Lee Kuan few is somewhat constrained as a leader 


in ASSAN by virtue of his Chinese ancestry, his dynamic state leadership 


and his willingness to assert certain key principals regional stability 


ensure that his influence can be more significant than what his neiohbors 


may openly acknowledge. It is interesting to note that the US security 


relationship with Singapore is totally “informal" with no treaty or 
permanent military presence—yet day-to-day working arrangements are the 
most satisfactory in the region. 
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C. South Asia-Indian Ocean-Persian Gulf 

], The present situation in this portentious part of the world is 
described in Annex 9, sarie subject. The more significant aspects appear 
in Part I. Ever since 1962 this area has been the stage on which the 
Sino-Soviet conflict has been most openly waged. During this period 
China has moved from friendship with India to a state of hostility. The 
USSR and India have become allies in all but name. 

The Soviet Union has endeavored to use India to advance its concept 
of Asiaisecurity. The Soviet scheme for Asia seems remarkably similar to 
the concept adopted at the Conference on European Security and Cooperation 
held in July 1975. Collective security in Asia must, in the Soviet view, 
be based on such principles as: (1) renunciation of the use of force in 
relation between states; (2) respect for sovereignty and inviolability 
of borders; (3) non-interference in internal affairs; and (<} broad 
development of economic and other cooperation on the basis of full 
equality and mutual advantage. 

India possesses, largely with Soviet assistance, one of the largest 
and best-equipped military establishments in the world. 

"Despite the attention focused on the recent military 
buildup in Iren and other Persian Gulf states, India 
possesses by far the largest land, sea, and air 
forces of any Indian Ocean littoral power. The_armed 
forces number more than 1.1 million, including border 
security forces. 
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“More important, however, India appears to be on the 
verge of achieving a new military status in the Third 
World--a self-sufficient armaments industry. Indian 
analysts boast that within a decade the nation's large 
and thriving indigenous research and development sector 


will be able to supply the military with most of the 
advanced weaponry it will require."* 



Surt, Washington Post, August 20, 1975, page A-S. 




This effort has led to a growing Soviet role in Indian military 
planning and development. How much Indian strategic thinking is in 
tandem with that of the Soviet Union remains to be seen. What role the 
Soviets may have played in development of the Indian atomic device is 
unknown. flow under authoritarian rule, India may be willing to cooperate 
more openly with Soviet maneuverings in Asia. Admittedly, India is too big 
a country to be completely a “client” of a superpower. ttor is this an 
agreeable status for India under a leader like Mrs. Gandhi. At the same 
time, India's need for military assistance from Moscow puts limits or. her 
autonomy. 


The Soviet Union is beginning to capitalize on the success of the 

1973 Helsinki Conference on European Security and cooperation by to 

renewing its call for a Soviet-backed collective security system for 

Asia. {Essentially, an anti-Chinese alliance). 

On August 2S, 1975, The New York Times reported that; 

"A lengthy analysis in the government newspaper Izvestia 
asserted that the Asian continent would particularly 
benefit from the adoption of the principles agreed upon 
by 35 states at Helsinki. Izvestia went on to contend 
that Asia was now in ‘extremely urgent' need of its own 
system of collective security. 

“Also, fn the latest issue of the Soviet foreign affairs 
weekly Kovoye Vremya , a Soviet historian declared that 
the European conference, which wound up in Finland at 
summit level earlier this month, had proved 'a fresh 
stimulus to the realization of the idea of security 
and cooperation in Asia.'" 


There is little chance the Soviet security scheme for Asia can be 
orchestrated in the same manner in which the CESC was finally foisted on 
Europe. After twenty years of pressure, divisive diplomacy, eno with 


NATO in disarray, the Soviet Union is far more influential in Europe 
than it is likely to be in Asia, Peking presents the Soviets with a far 
bigger problem than does Western Europe--and one that will not easily go 
away. 

Nevertheless, the Soviet Onion has persistently pursued expansionist 
policies in the Indian Ocean and enjoys considerably more influence in 
the region today than ten years ago. The Soviet naval advantage over the 
US in the Indian Ocean is established and, despite continued US develop¬ 
ment of Diego Garcia, is likely to grow with the reopening of the Suet 
Canal. Currently the Soviet Union has ten naval bases for its Indian 
Ocean operations, not including Indian ports of call. These bases are: 

Iran, Aden, Sccctia, Berbers, Mogadiscio, Chisimaid, Sevchelles, Fortune 
Bank, Chaiyos Archipelago and St. Branoan. The US by contract has two 
bases: Diego Garcia and Asmara. 

The increased usage of the sea lanes between the 'Middle East and 
South and Southeast Asia makes the Indian Ocean of greater importance to 
the Soviets,and they will probably increase their naval strength there. 

Soviet naval domination of the Indian Ocean, if ever achieved, may induce 
many of the littoral states to adjust their policies to make them compatible 
.with Soviet desires. At the present time some Indian Ocean states such 
as Sri Lanka are beginning to appreciate the Soviet threat and have 
encouraged continued US presence in the area if a neutralized Indian 
Ocean is impossible. 

2. US interests in the Indian Ocean Area 
regardless of its behavior elsewhere, the evidence of the past 
doss r.ot suggest that the Soviet Union has shown a real and sustained 
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desire to stabilize the equilibrium of the countries located along the 
Indian Ocean's northern littoral except as that equilibrium were to 
favor Soviet interests vis-a-vis China and Japan. Increasingly, the 
Indian Ocean region has become a theater of Soviet-US contention. The 
extent to which the US attempts to monitor, keep abreast of or surpass tnt- 
spread of Soviet influence in the Persian Gulf-Straits of Malacca arc 
will be in part dependent on how the US perceives its interests in this 
part of the world. 

These interests have been expressed by responsible US Government 
officials in most general terms; to wit, as interests in: 

1. Reasonable stability, security, and peaceful development of the 


region; 

2. Keeping the Indian Ocean, and its access routes, open to all 


nations; 


3. The preservation of friendly regimes. 

In this context, a limited US naval presence in the Indian Ocean, 
including periodic visits of elements of the Seventh Fleet has been 
justified as a means of furthering these general national interests. 

More particularly, by: 

1. Assuring the continued free movement of US ships and aircraft 
into and out of the area; 

2. Enhancing US capabilities to meet contingency situations in the 
area involving threats to American interests; 

3. Providing an alternative to the growth of Soviet influence in 


the region; 

4. Undergirding US diplomatic efforts; 

5. Helping to preserve regimes friendly to the U'S. 

. . • •; ;.qv 
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The principle of economy of means dictates that the foregoing 
interests be sustained with the least commitment of resources, based on 
careful calculations of requirements. A genuine zone of peace in which 
free movement in and out of the Ocean, if assured,would be the idea! 
situation. Efforts required to check a determined Soviet effort to make 
the Indian Ocean a Soviet lake would be enormously expensive and risky. 

It is of course uncertain that the Soviets would make an effort of this 
magnitude. 

3. US Policy 

a. The United States should seek areas of mutual agreement 
with the Soviet Union as far as operations in the Indian Ocean are 
concerned. These could include agreements on the limitation of naval 
presence and other military activities, on the preservation of the principle 
of freedom of the sea and the unrestricted use of the key straits and 
access routes, including the Suez Canal and the Straits of Malacca. All 
nations should be able to use the Indian Ocean for such peaceful purposes 
as fishing, exploitation of mineral resources and the seabed, hydrographic 
and other types of research and exploration. Such use of the Indian Ocean 
and its seabed should be in accordance with the agreements reached in the 
UN Law of the Sea Conference. 

b. If the Soviet Union seeks to expand its presence and influence 
there for unilateral gain, or for indirect maneuvers against the PRC 
the US should undertake to prevent Soviet ascendancy in this distant 
ocean. This effort would involve continued expansion of US naval presence 
and surveillance capability in response to Soviet deployments if the 

Soviets are unwilling "in the true spirit of detente" to agree to end / -q7 | '' > Ti\ 
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escalation or nzvzi co-petition m tms “less sionmcent area/ 1 - 
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c. The US should: (!) avoid direct involvement in various 
manifestations of the Sino-Soviet dispute in the Indian Ocean area, but 
if forced by circumstances to take a position should "tilt“ toward the 
PRC; (2) respond favorably to any Indian initiatives for more cooperative 
relations with the United States; {3} maintain close cooperative relations 
with Iran and Pakistan and increase assistance to the latter; and (() en¬ 
courage Irsniars-lndonesian cooperation. 

0. Australia and hew Zealand* 

The two principal countries in the South Pacific, Australia and New 
Zealand,are so situated geographically that security problems comparable 
to those currently faced by other countries in the Asian-Pacific region 
simply do not exist for them at this time. Much of Indonesia's island 
complex is located south of the Equator, yet Indonesia is properly treated 
within the Southeast Asian region rather than "n the South Pacific. The 
security links between Australia and Indonesia, however, .are potentially 
important. The United States is allied with Australia and New Zealand 
through the AfiZUS Pact. US security guarantees to its South Pacific 
allies obtain for the US utilization of some important installation as 
well as operating rights in the area, 

Soth countries turned from Sreat Britain to the United States for 
their principal security alliance during World War II. Until the advent 
of Labor Party governments in both countries in 1972 they both followed 
the American lead in security activities in the Pacific region. Since then, 
they have been more critical and their cooperation has been on a far more 
selective basis. 


The role which either Australia and New Zealand can play in Pacific 
security is strictly limited; they are geographically detached and 
scantily populated. Obviously, Australia, far larger than New Zealand 
with four times the latter's population and geographically closer to the 
Asian part of the Pacific scene, can play a more important role than 
New Zealand. One should bear in mind, however, that New Zealand will 
frequently cooperate with Australia in both security policy planning and 
undertakings. 

Australia, and to some degree New Zealand, are also engaged in a 
reassessment of their positiers in the world. Despite differing nuances, 
the present political-security relations between the United States and 
its ANZUS partners are quite satisfactory. In particular: 

1. The warm and friendly support which hoth Australia and New 
Zeeland have given to ASSAN's development is likely to increase. 

2. The greatly improved pastern i of US-Japanese relations over 

the past several years has in general been matched by favorable relations 
between Japan end Australia and New Zealand. In particular there is a 
considerable level of two-way trade—between Japan end Australia, as well 
as triangular trade between Japan, the 15'and Australia. The mutuality , 
of economic interests between Japan end the two developed countries of 
the South Pacific is a major plus factor in the Pacific region, 

3. The US and its ANZUS allies generally see that now is not the 
time to establish positions on various neutralisation scheme for Southeast 
Asia. Under these circumstances the Manila Pact should be retained as 
long as Thailand desires it. 


4. A general area of divergence between the US and Australia and 
Hew Zealand relates to the nuclear question. Hew Zealand would like to see 
some kind of South Pacific nuclear free zone established and it opposes 
the visits of OS nuclear-powered warships to its ports. NPW visits are 
opposed by Australia until certain minimal conditions are complied with. 
Australia is less concerned than Hew Zealand with the presence of OS nuclear- 
powered ships the area. 

The Government of Australia is not enthusiastic about the MrZ idea 
but feels politically unable to oppose it. The Australians- will not jointly 
sponsor the UN resolution. They-want the resolution to “favor the general 
concept" and the call for a “study 5 ' to Be made. In Australia, support for 
a nuclear free zone is more vocal than solid. Most professionals and semi- 
professionals believe such a zone impractical. Few Australians would take 
their opposition to things nuclear to the lengths of suggesting that the 
US navy should cease to operate in sea areas-of interests to Australia. 

Looking toward the future Australia and New- Zealand could play- 
an important role in assuring the peaceful development of the countries in 
Southeast Asia. Also, Australia over time might b‘e induced to participate 
in allied efforts to ensure that the Soviet navy does not gain a dominant 
position in the Indian Ocean. But one might add that very few people in 
Australia see any signs that th'e Soviet navy is. or is about to be, in a 
position to dominate the Indian Ocean, In other words, people are relaxed 
because they do not regard the danger as plausible, not because they would 
be comfortable with the situation if it should develop. 
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Obviously, there is a major educa¬ 
tional tasf: ahead for the US if the implications of the Soviet naval 
buildup in the Indian Ocean and elsewhere is to be understood and the 
potential danger this poses is to be met. 

POLICY RECOMMIT, DATI OHS 
A. General 

1. Maintain a strong forward basing posture utilizing facili- / ^ 

ties as long as possible, including^ jcontinued 

development of Diego Garcia. 

2. Seek diplomatically to maintain operational accesses to faci¬ 
lities in Japan and the Philippines into the indefinite future. 

3. Anticipate during the next decade the denial of usage of 
some facilities located on foreign soil. Plan for augmentation of bases 
in Guam and the Marianas from which to project access to the Pacific and 
Indian Ocean littoral utilising advanced technology including longer 
operating ranges of ships and aircraft with requisite communications. 

4. Continue to provide military assistance and training to 
allied and friendly countries in the area either through MAP or Foreign 
Military sales. 

3. Northeast Asia 

The security of Japan, Korea and to some degree Taiwan is much 
more closely interrelated and clearly defined than-is true for other states 
in otner areas of Asia. The US should therefore: '.''T- 



--Retain indefinitely the US-Japan Security Treaty with modiffcations 
in US force deployments in Japan and the nature and scope of changes in 
defense burden-sharing occurring primarily in response to Japanese 
desires rather than via US pressure. 

—Retain the US-Republic of Korea Security Treaty and maintain some 
troop presence until the two Koreas peacefully resolve the unification 
issue or South Korea is independently capable of defending itself and US 
withdraws! to Japanese security. 

--Do not seek "normalization" of relations with the PRC in haste 
simply because Mao may soon pass from the scene. 

—Seek a commitment from the Peoples' Republic of China not to try 
to take Taiwan by force when the US withdraws its formal treaty commitment 
to the Republic of China. Whether such a commitment or understanding is 
obtained or not, do not recognize the PRC and concurrently, derecognize 
the ROC in a manner or timeframe that could lead both our adversaries and 
our friends to further doubt our interest in and commitment to retaining 
active and cooperative security, political and economic relations with 
other Asian states. 

C. Southeast Asia 

1. The United States should support the neutralization concept 
as an ultimate goal achievable only when all of the great powers and the 
affected Southeast Asian nations are prepared to agree and act on clearly 
defined principles and procedures for maintaining such neutralization. 
Unilateral US withdrawal as an "example" for other powers will not assure 


neutralization in Southeast 
Z. The United St 
from Thailand and the Phil? 




( 


( 


r 

\ 


( 


relations faster than the Thai or Filipinos desire. 

3. The United States should continue, to the degree that the 
Filipinos desire, to treat the Philippines as a special case for the 
United States in Asia. The nature of the US-Philippine relationship is 
changing, but US interest in the continued social, economic and political 
development of its former colony will remain. Currently, the US must 
retain access to the Clark Field and Subic Bay military facilities that 
are crucial to the maintenance of a meaningful military presence in the 
Western Pacific and particularly in Southeast Asia. Our actions toward 
the Philippines should be sensitive to the continuing importance of US 
historical ties as well as to the fact that this is the only country in 
Southeast Asia with which the US has a Mutual Security Treaty. {See 
Philippine Annex) 

4. The US should retain military advisors in Thailand and 
continue to respond favorably through MAP and Foreign Military Sales (FMS) 
to Thai military equipment needs. ■ 

(See Thailand Annex) 

5. The US should, however, actively seek a new, more creative 
relationship with Thailand that doss not rest on US military presence. 

6. In-Indochina, the United Should try to retain a diplomatic 
presence in Laos if it can da so without being obsequious. Eventually 
recognize one government in Vietnam and try to normalize relations therewith, 
but not by acceding to Hanoi demands as preconditions for good relations 
with the US. 
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The US should: avoid direct involvement in various manifestations 
of the Si no-Soviet dispute in the Indian Ocean area, hut if forced by 
circumstances to take a position it should lean toward the PRC; respond 
favorably to any Indian initiatives for more cooperative relations with 
the US; maintain close cooperative relations with Iran and Pakistan; and 
encourage Iranian-Indonesian cooperation. 

E, AustraHa-Hew Zealand and the South Pacific 

Encourage Australia and New Zealand to retain the current level 
and nature of their military cooperation with Malaysia and Singapore after 
the British withdraw their forces in March 1376, New Zealand and Australia 
can contribute to some degree of psychological security in Southeast Asia 
by retaining their current links to Singapore and Malaysia. Soth of these 
states want to retain their pluralistic societies and ties to "the West", 
but not necessarily directly with only the United States. 

Encourage Australia and New Zealand to continue- and, if possible, 
expand their economic assistance programs in Southeast Asia, particularly 
with Indonesia and Malaysia. 


/ J 




Attempt 
free tone in 
CONCLUSION 


to induce New Zealand to abandon its proposal for a nuclear 
the South Pacific. A 



This study assumes that probably no power or alliance could achieve,, 
and long retain hegemony in a heterogeneous, highly nationalistic Asia. 







This assumption may understate the potential impact on US regional and 
global interests should the USSR and PRC achieve even a temporary coales¬ 
cence of interests in Asia. US policy cannot rely lOOX on an intermina¬ 
ble Sino-Soviet rift. The assumption also that there is “scant prospect 
for the constructive employment of US forces in Asia" may prove to be in 
error. In sum, the overriding security task in the Asian-Pacific area is 
assuring that the US both (a) retains the capability to exercise political 
influence and to project military power where and when needed in the area 
and (b) conveys the perception of this capability and the will to selectively 
employ it. 

The nature and deployment of the requisite military power will change 
with advancing technology. The levels of forces available will represent 
a continuing compromise between the desires of military planners and 
Congressional willingness to supply military funding. Both planners and 
Congressmen will make their judgments on their perceptions of US trans¬ 
pacific interests and the threats thereto. 

It is beyond the purview of this study to recommend what forces the 
US should deploy in the Western Pacific or to forecast what these are 
likely to be. Vet the strategic concept articulated in this appendix 
does provide a rationale that may help planners make their force level 
recommendations and Congressional representatives their modifications or 
endorsements of these levels. 
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US ECONOMIC POLICY TOWARD THE ASIAN-PACIFIC AREA* 


INTRODUCTION 

The problem addressed by this appendix is the development of a US 
economic policy for the East Asian-Pacific region compatible with our 
political and security interests in the region and the varied stages of 
economic development characterizing the countries of the region. Although 
economic power cannot replace the security provided by a military shield, 
this study assumes that mutually beneficial economic relations between the 
US and the East Asian countries can facilitate the security tasks. 

Modern economy developed from political economy; in today's world 
economic questions have become issues of high diplomatic policy. It is 
increasingly being recognized that political concepts and ideological 
prescriptions play as important a role in'economic performance as rational 
calculations of efficiency, cost and gain. Hence this subject will be 
addressed primarily from the perspective of political economy. 


•Appendix Three. 

♦Stuart L. Hannon, Potomac and Pacific Group, contributed a paper toward the 
development-of-thts appendix. Previous drafts have "benefited from the 
criticisms and suggestions of Mark Earle, SRI, Stefan Possony, Hoover 
Institute. Richard Smith, State, Sarah Jane Littlefield, AID, Edwin K. Harrel, 
AID, Mike Dryer, AID, Forrest Cookson, AID, James R. Golden, CEA, 

, rank. Gerodot, State, Sol Sanders, The Research Institute of America, 

Anthony Geber, State. 

ihis is a condensed version of a much longer paper written on this subject 
tn lns preperation or the overall study. The longer study is not being 
circulated, but it is available for examination. ~(XR/ftCH-INR). 
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The economic terrain of the East Asian-Pacific area falls into 
the following categories: 

friendly countries - Japan. Newly developed countries: South Korea, 
Taiwan (ROC), Kong Kong, Singapore. Established developed countries: 
Australia, New Zealand. Oeveloping countries: Thailand, Philippines, 
Malaysia, Indonesia. Beginning to develop: Burma, Papua New Guinea. 

Adversary countries - Southeast Asia: Vietnam, Cambodia, Laos. 
Northeast Asia: North Korea, Peoples' Republic of China aRd the Soviet 
Union. 

The regions of the Asia-Pacific area fall into four categories. North¬ 
east Asia includes Japan, now the third largest economy of the world. Ad¬ 
jacent 'South Korea and the Republic of China on Taiwan have essentially 
moved from the developing category to approaching that of developed countries. 
Southeast Asian countries are mong the forefront of developing countries; 
Singapore being far ahead and Burma lagging far behind. Except for oil 
rich Iran the countries of South and Southeast Asia belong in the so-called 
fourth world category of nations in which the standard of living of the 
bulk of the population is abysmally poor. In the South Pacific, Australia 
and New Zealand belong in the category of advanced industrialed nations . 
whereas the few independent island territories are just beginning to 
experience a money economy. 
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I. THE .AS IAN;PACIFIC..t ES*0?j i:< T IC l .'OCLO EC ONOMY 

The Asian-Pacific area is of global economic importance. The 
considerable intraregiorsal trade flow with the area justifies treating it 
as a cohesive region. About a quarter of Japanese trade is with Southeast 
Asia and a very high volume of raw material and products flow exists 
between Australia and New Zealand and Japan. There is also sizeable 
direct trade between Southeast Asia and Australia and Hew Zealand. In 
general the trade between these three regions is complimentary. Trade 
within Southeast Asia is much less complimentary. 

American trading ties are clearly significant with Northeast 
Asia, Australia and New Zealand, and Southeast Asia in that order. Although 
the US position has weakened temporarily in the Philippines, Korea and 
Taiwan because of the world recession it remains especially strong, in 
Northeast Asia. OS Commerce department figures on US exports to and imports 
from Japan, Korea and Taiwan through 1974 and up to July 1, 1975 illustrate 
the scope of the US trade position with the Asian nations in the region. 
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Total US two-way trade with East Asia has more than doubled since 
1971 to a 1974 total of over US$48 billion and exceeded US trade with 
the European Condon Market. US trade with East Asia was 24t of our 
world wide trade in 1974, about half of that being with Japan. US 
agricultural exports to East Asia in 1974 totaled $4,8 billion and 
constituted over 25.91 of US worldwide agricultural exports. Other US 
exports to East Asia included: capital goods--S6.2 billion; transportation 
equipment—SI.3 billion; and other consumer goods--$1.2 billion.* 

• '' U$ TRADE KITH EAST A51A COMPARES TO 

US TRADE TOTH THE EEC AND WORLDWIDE 
(In $ Mil lions; : 

Percent of Trade 
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*Agency for International Develcement FV-76 Congressional Submission. 
‘"•This particular chart was prepared on the basis of 1974 data provided 
by the US Department of Commerce. Its 1974 figures are in slight dis¬ 
crepancy with these provided in the AID FY-75 Congressional Summary, fcu' 
the chart is valuable nonetheless as illustrative of the recent trends i 
our trade with East Asia and EEC. y'\i 
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The East Asian Pacific region is also an important source of raw 
materials, supplying all US coconut oil imports and SOS of our total 
imports of tin and natural rubber. Other''important imports include 
petroleum, bauxite, lumber and manufactured goods such as electrical 
components, steel and consumer products. 

Over half of the US trade with East Asia is with Japan, but is 
significant with other countries nonetheless. 


Australia 
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The book value of our private investment in East Asia in 1374 
amounted to $11 billion with Australia, Japan and Indonesia, the leading 
recipients of this investment. Perhaps of equal importance is the trend; 
in 1950 4.5% of US foreign investments were in East Asia; in 1374, the 
figure was approximately 12S, 

With our growing dependence on imported commodities and the enormous 
weight of the US in the world economy the importance of our trade with 
the countries of the East Asian-Pacific Area is most likely to grow. 

A. Economic Development Potential of East Asia 

East Asia's development potential varies by subregion. In Northeast 
Asia, Japan's Story is well known; South Korea and Taiwan are also 
crocressina dramatically. Taiwan's future is somewhat clouded because of 






the possible impending changes in Taiwan's political integrity vis-a-vis 
the PRC. If subsequent development confirm estimates about China's 
potential oil reserves, the PRC's economic development prospects could 
be bright. The large oil reserves, especially off-shore, may be there. 
However, their exploitution requires foreign participation and is 
therefore predicated upon a certain type of Chinese policy and leadership 
which are not yet at all clear. 

Southeast Asia possesses great economic potential. The region as 
a whole is rich in natural resources, with Indonesia far and away the 
best endowed country in the region through its known and potential oil 
reserves. The economic growth rate in the Philippines {8-1OJ) has been 
particularly encouraging over the past two years. Malaysia and southern - 
Thailand remain among the few sources of tin and natural rubber in the 
world and Thailand can expand even more on its favorable record for 
earning foreign exchange if it can increase its agricultural exports. 

To date, communist governments have had great difficulty in trans¬ 
lating economic growth into substantial improvement in the economic 
well-being of their people, though the promise improvement is the core of 
their appeal to the poor peasant. Indochina, under communist governments 
and North Vietnamese domination, does not automatically, therefore, 
currently have prospects quite as "bright" as might otherwise be expected 
giyen the nature of the political stability and discipline the Vietnamese 
communist can bring to beer. 

Aside from political instability there are other weaknesses in the 
administrative systems and social values, attitudes and patterns of action 
that are r.ct conducive to rapid economic development of the countries of 


... . 

Southeast Asia. Many of these countries lack competent workers, performance 
oriented administrative personnel, and sufficient numbers of dedicated, 
disciplined far*sighted leaders at the national and provincial levels. 

In sum, except for Singapore, the necessary requisites for rapid economic 
development simply do not exist or are still weak throuonout the region. 

Rich natural resources and even capital are not enough in themselves to 

offset these other areas of weakness. _ 

There is relatively little economic interaction between South Asia 
and the other regions of the Asian-Pacific area. South Asia does have iron 
ore, possibly significant oil reserves and other minerals. Its population, 
regional differences and religious values, attitudes and patterns of 
action, however, all combine to form nearly insurmountable obstacles to 
initiation of rapid, widespread sustainable economic growth in the next 
decade. Moreover, tine is not on the side of the people in South Asia— 
unless there are dramatic and immediate cuts in the birth rates. Gunner 
Myrdal .sees this region, essentially the Indian subcontinent, as nearly 
hopeless.* 

This study will not address the,problems of economic development in 
South Asia. India and the Indian Ocean are included in this study primarily 
because of their geo-strategic relationship to Southeast and Northeast Asia. 


*Wyrcal, Gunrsar, Asian Drama , Pantheon, Volume I, New fork, p,300. 
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a. competing economies 


The economic approach of US policy for East Asia is inherently based 
on an appeal to the legitimate self interest of the countries in the 
region. However, the manner in which the leaders of these countries 
evaluate their own interests is conditioned by their background, training, 
aspirations which shape theirperceptions of the actual conditions 
confronting them. 

In his September1 speech to the UN General Assembly, Secretary 

Kissinger described the present economic malaise which in part stems from 

basically incompatible economic concepts. 

"The reality is that the world economy is a single global 
system of trade and monetary relations on which hinges 
the development-of all our economies. 1 '*' 

Unfortunately, a main source of the economic malaise now affecting 
most of the countries of the world is the incompatibility of the economic 
principles and actions the various nations pursue. 

There appear to be three economic systems co-uxisting on the globe. 

The oldest and by far the most productive is the capitalist free market 
system which characterizes the economies of the industrialized, non-communist 
countries. The second is the command-type economy of the totalitarian 
consnunist regimes .first sponsored by the Soviet Union but adopted with con¬ 
siderable variation in the cast European countries, the PRC, North Korea 
and Vietnam. Pinally, there are a variety of Fabian socialist, statist 


'Address by the Honorable Henry A. Kissinger, Secretary of State before the 
7th Special Session of the United Nations General Assembly, New York, 
September 1, 1575, “Global Consensus and Economic Development.” 



economies of many third nations which partake of both of the other system 
but with uniquely inefficient characteristics. 

Profits and other incentives are indispensable to the free-market 
economy. A product that ts sold for exactly the cost of producing it 
yields no margin to raise wages, pay taxes or provide new capital, Altm 
in theory other types of economic organization could produce, efficient 
resource use without the profit incentive, in practice the free market- 
capitalist incentive system makes the most efficient use of manpower, 
materials and capital to create the most goods and services from availed! 
resourcss. Hence opportunities for free choice, personal development and 
material well-being for the most people have been greater in market- 
capitalist systems. In the present conflict between systems the genera! 
political freedom of societies with free market-capitalist economies is 
also noteworthy. The'mejor capitalist nations in Western Europe, fiorth 
America and Japan have popularly elected governments along with a free 
press and respect for human rights. The managed economies exist mostly 

in one-party states or under completely totalitarian regimes. 

The Soviet Union was the progenitor of the command economic system. 

Until 1814 there was a worldwide free-market economic system. The 1917 
October revolution in Russian took cne-sixtb of the earth's land.area 
out of that system. Stalin asserted, 




"The disintegration of a single, universal world market 
must be considered the most important economic conse¬ 
quence of the second world war. This circumstance 
determined the further aggravation of the general 
crisis in the world capitalist system. The second 
world war was itself generated by this crisis.“* 

The closed communist economic systems can freely move in and out of 
the free market exchange area--freqyently destabilizing it in the process. 
At the same time the closed communist countries keep themselves generally 
immune to the tugs and pulls of the operations of the normal supply and 


demand characteristics of the free market economies. 

It is a curious fact that few western economists pay much attention 
to the implications of the ability of the Soviet Union (to a lesser extend 
the East European countries) and the PRC to detach themselves at will from 
the world market economy. “For a New World Economic Order in the 
October 1275 Fareion Affairs , concludes: 

"The underlying concepts for a new world economic order 
might thus be seen in the following light. Such an order 
rests on a olobalist view of international economic re¬ 
lations. This means that the number of actors in the 
economic "game" must grow (by the addition of the Third 
Word countries, and to a certain degree, of a East 
European nations) and that mechanisms must be developed 
to ensure the evolution of the power relationships into 
relations based on mutual rights and equality. That is 
to' say, each country must be bound to the same rules. '** 

.The problem of how to induce the market economies and the command 
economies to be bound by the same rules.is not discussed. The opposite 
poles of contemporary economic systems may be distinguished by the 
prevailing attitude toward the governments role and private enterprise 


■"0. y. Stalin, Economic 
October 1252. 

’■"Thierry de "ontbrial, ; 
professor of Economics: 


Problems of Socialism in the USSR, Bolshevik,No. 18 


'oreion Affairs , October 1275. 
Ecole Polycechnique, Peris. 
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in the market place. "Comsand economics" emphasize government control 
to prevent unregulated economic exchange and private capital accumulation. 
But even the Soviet Union permits private plots in agriculture which 
produce an abnormally high percentage of Soviet agricultural output. 
"Market" economics emphasize the reverse. The most productive economic 
systems are the so-called mixed economies prevalent in the United States, 
Western Europe, Japan and countries its Latin America and Asia which have 
-recently taken off economically, i.e., Brazil, Mexico, South Korea, Taiwan 
and Singapore. The government acts as a stimulator and regulator; its 
weight is conveniently measured by its share of GRP, ranging from about 
3S2 in the US to over 602 in Sweden. The mixed industrial economies have 
been very successful in providing consumer goods and services to a broad 
range of the papulation. • . 

Another way of compairing the systems is to note the trade-off 
between current growth to expand the si 2 £-of the pie being divided via 
a market approach, and reduced growth to improve the equality of income 
distribution now vis a more socialist approach. 

The present US Ambassador to the UR, Daniel ?. Koynihan, performed 
a major public service in writing an article entitled "The United States 
in Opposition “ which appeared in the March 1575 issue of Commentary. 

Since so much of the West’s "conscience-energy" is'focused on doing" 
something about the Third World's endemic economic chaos certain of 
Mcynihan's acute observations bear consideration. 



Kany of the political and intellectual leaders of the Third World 
developing countries were educated in the West (i.e., at the London School 
- of Economics or the Sorbonne! where the socialist or command economies were 
extolled as more rational in using social resources and more equitable 
in distributing income.* 

Whatever the reason, capitalism and private enterprise are generally 
opposed on ideological grounds by many of the leaders of many of the 
developing countries.. Paradoxically, the US has usually been forced to 
defend its phenomenally productive economy against criticism by countries 
still unable to sustain consistent economic growth. The source of much 
of this antipathy can be traced to the doctrine of British Socialism which 
Samuel H. Baer describes as follows: 

"...For private ownership he would substitute public 
ownership! for production for profit, production for 
use; for competition, cooperation...Government would 
consist in comprehensive and continuous planning and 
administration.“ 

To make the system work an ethical revolution would have to take 
place so that individual benefit would be subordinated to common benefit. 

The Socialist need to replace existing human nature appears to anticipate 
the communist systems hope to create a new canonist man who would make' 
their systems work without the coercion they now find essential. 

* Comp a ran is Instruction has also been given at American universities. 




The US economic strategy should clearly recognize the strength and 
weakness of the three competing econoraicy concepts. Devotees of all three 
concepts can be found in most of the LDCs, Given 'the competition between 
advocates of the differing economic systems economic development will be 
difficult enough. But accompanying Sino-Soviet political competition in 
Southeast Asia will exacerbate the problems of development since this 
competition may destroy the environment in which development might take 
place, 

A demonstrably superior productive system is not given a chance to 
demonstrate its wares in many parts Of the world. The expansion of commu¬ 
nist-systems have largely been the result of political, psychological 
and military warfare—not in satisfying human needs. The economic successes 
of the Soviet Union have been in the field of military hardware—not in 
raising wheat or producing shoes or goulash. Likewise Hanoi won on the 
battlefield not in the rice fields. In fact, the amazing economic success 
of the Diem regime in the first five years of its existence {1954-1255) 
was one of the factors which reinforced Hanoi's determination to destroy 


its competitor. 

The free-market democratic societies of the United States, Japan, 

- Western Europe, Australia and hew Zealand have demonstrably more to 
offer to the development of Southeast Asia than Peking, Moscow or Hanoi. 
The remaining sections of this paper will address what might be done to 
apply the varied strengths of the free market capitalist system to over¬ 
come some of the economic backwardness of Southeast Asia. Needless to 
say, security measures necessary to restore confidence must go hand-in- 


hand with development. 
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THE "KISP WORLD TCONOfllC DEMANDS AND THE US RESPONSE 


There is a great disparity between the economic productivity of the 
countries of the world. 

There is also great disparity between the individual well-being be¬ 
tween peoples living the different countries and different parts pf the 
globe. The absolute gap between the richer and poorer countries appears 
to be growing. 

The New York Times attempted to demonstrate the relationship between 
national wealth and the conditions of life in the countries of the world by 
publishing a chart relating GUP, per capita income, age limits for com¬ 
pulsory education, infant mortality rates and life expectancy.* Again the 
correlation is not exact 

The Slame for the state of affairs described in the chart is largely 
assigned to the western industrialized countries in keeping with the ideology 
described in Section II. The ieninist interpretation of history is used to 
pin the blame on past colonial (imperialistic) exploitation as a main cause 
of present economic backwardness. Currently industrialized countries pre¬ 
sumably buy raw material and seni-finished goods at excessively low prices 
and sell 7 wished products- at excessively high, prices. Needless to say" 
there is no -Intellectual agreement in the West as to the basic source of 
the economic backwardness of most of the Third World countries. 


L.k. limes , September 28, 1S75, p.E- 3 . 



in September 19/3 many of the LDCs under Algerian leadership joined 
in issuing a declaration on the establishment of a new international 
economic order. The United States with by far the largest and most success¬ 
ful capitalist economy became the major target of Third World attack. 

The United States responded to these attacks in a major comprehensive 
and conciliatory speech to a special session of the Ufi General Assembly 
by the Secretary of State in which it was asserted that an effective develop¬ 
ment strategy should concentrate on four fundamental areas: 

1. Insuring economic security; 

Z, Accelerating economic growth; 

3. Trade and development; 

4'. The poorest nations. Any strategy for development must devote 
Special attention to the needs of the poorest countries. The fate of one 
billion people—half of the developing world and a quarter of mankind—will 
be affected by what we do or fail to da. Balance of payments support for 
the poorest countries during periods of adversity, security requires stable 
export earnings, having enough to eat. There must be determined Inter¬ 
national cooperation on food. Finally, security means good health and 
easing the strains of population growth.* 


^Secretary of State's speech to the U'i General Assembly, September 1, 


1975. 





A number of concrete proposals to achieve the goals were set forth in 
the Secretary's address—all of them needing substantial sums of money. 

The industrial nations and the oil exporters cannot, even together, supply 
all the new resources needed to accelerate development. The remaining 
needs for capital and technology can only be met, directly or indirectly, 
from the vast pool of private-'SourceS, This investment will take place only 
if the conditions exist to attract or permit it. 

There was general agreement that the 1 September speech defused the 

psychological confrontation that had Seen building up over the past several 

years between the United States and many of the Third World countries. As 

one Ufi delegate expressed it: 

"Sentiment among many of my colleagues toward America is 
becoming more sober, less emotionally hostile." 

Yet it is doubtful if the demands of the developing countries will 
long be satisfied by promises. 

By now we should Save learned that we cannot induce all the countries 
of the Third World to cooperate with u$ in their own self-interest. We 
have neither the resources or the policy skills to do this. It behooves 
to carefully identify those countries with which we might work and support 
with them our mutual interests. 

The Third World countries themselves are or -can be ranked on a 
continuum ranging from parliamentarian types to left-wing authoritarian 
models. Certain of these countries are international troublemakers. and 
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my continue to fee. The US should modify its previous approach and care¬ 
fully select its friends, redefine its interests and make it clear that a 

new ballgame is to begin. 

Platform for Development 

No natter what, promises are made and what rhetoric is employed the fact 
of the matter is that little Vfll be done to assist the poorer countries 
-until the recession now affecting all of the major industrial countries is 
overcome. Recovery fs fragile in the United States and is scarsely underway 
elsewhere. 

Prime Minister Kikt delivered the Fourth Recovery message to the 
Japanese Diet on September IS, 1975. Trie Japanese recession was caused by 
efforts to com-at the inflation fueled by the higher oil prices. In his 
speech Miki strongly appealed for OPEC price restraint. 

The Federal Republic of Germany is experiencing a ST7 billion budget 
deficit also arising from the OPEC induced recession. France is also facing 
economic stagflation. Great Britain is an economic disaster area. "High oil 
prices, 11 "reasury Secretary William K. Simon told the World Sank end Inter¬ 
national Monetary Fund meetings in Washington a few days ago, "lie at the 
root of much of the world's recent inflation and the recession that followed. 
Yet now the possibility of another increase in oil prices looms on the 
horizon. 11 •* This prediction was fulfilled when the OPEC economic mission 
during its late September meeting raised prices 10* effective October 1, 19/5. 


'ins uasSvncton Pest, September 


IS, 1975 



This price increase, described as '‘moderate," will raise the price 
of oil over a dollar a barrel and increase OPEC revenues by approximately 
$10 billion—to be extracted from a world reeling from recession. 

Crisis Mow 

Probably the most sober analysis that has been made of the impli¬ 
cations of the sudden four-fold increase in oil prices is The Great Detente 
Disaster* . One need not agree vrith every point made by the three distin¬ 
guished scholars who wote this book. Vet the central thrust of their argu¬ 
ments cannot be ignored. The crisis is real; it is upon us now and will 
not go away by itself. 

In their, final chapter entitled "What Can Be Done?’ 1 the authors under¬ 
take a. serious and sober consideration of the use of force--and do not 
rule its use altogether out. They also argue, 

"If oil were substantially reduced in price, or if OPEC 
loaned the difference between the oil (pre-lS73) and new 
prices to consumers so that they could amortize the debt, 
say, over the next quarter of half century, everything 
might still turn out all right. Calamity would be avoided 
and sanity restored." 


*toward Friedlsnd, Paul Seaburg, Aaron Kilcarsky, Sasic Books, Inc. , 
New. York, 197$. . 
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What is most likely is continuing ‘’jawboning” pressure on OPEC to 
aid the LDCs. Sut the real conclusion seems to be that the way out is the 
private sector, and that this wilt only be a feasible alternative if 
oil flows are effectively recirculated. 

in reviewing past development efforts, one reluctantly concludes 
that despite vast amounts of aid since 1945, a large portion from the US, 
the poverty of most Third World countries remains. In 1975 the viability 
of the free world economic system is being challenged by OPEC and many 
Third World leaders, tacitly or openly supported by both the Soviet Onion 
and the PRC. The US has not been very effective in blunting the ideo-" 
logical attacks of both the communists and the Fabian socialists ac-ainst 
its economic systems. The achievements of our system are taken for granted. 
Yet the utility of the free market system for meeting their own problems 
is frequently scorned by Third World leaders. Under these circumstances 
the US should reassess its economic relations with the rest of the world. 

It should cooperate to the fullest with those who wish to emulate the 
productivity of rssponsibility free enterprise, free market economies and 
should deal circumspectly with those who do not. >■ 




IV. 


PATTERNS Of PRIVATE £~CG»0f-ilC ACTION 


KITROOUCTION 

The Tfiird World "demands" vis-a-vis the West suggest the need 
of somehow transforming the global economic hiatus brought by the OPEC 
oil pricing into a large-scale .Third World assistance program that could 
also inspire recovery from the recession now afflicting all the major in¬ 
dustrial countries. Unless sufficient capital can be found through in¬ 
creasing the global margin between production and consumption to overcome 
economic stagnation there is no sense in talking about an economic strategy 
for Asia. 

The dominant economic problem in developing Asian countries is 
to provide for smooth, non-discrilflinatory forward transfers of real resource 
to permit more rapid economic development. The input of the OPEC oil price 
increases and the world inflation have made this resource transfer problem 
impossible using the traditional methods of foreign assistance. The best 
method for realistic techniques for resource transfer is to stimulate 
financial consortia involving governments (including OPEC members), inter¬ 
national financial organizations and private banks. 

for the short term it is vital to bring the OPEC countries into 
the development consortia. This Is easier said than done. The time cycle 
of OPEC thinking and planning how to use their new wealth is a lengthy one, 
while the needs of the LDCs are immediate. In fact, the OPEC oil price 
increase has excerbetec the short term problem. The irony is that the LOCs 





continue to feel ideologically closer to the OPEC nations, which have 
intensified the IDCs development problems through their oil price increases, 
than they do to the industrialized West which has already invested billions 
in their development. 

The Arab oil rich nations and the other OPEC members have found 
that they wart to tie their development assistance to tOCs to particular 
political purposes. It is a second irony that the new OPEC wealthy nations 
have become leading proponents of tied aid, a concept which has been subject 
to severe criticism from (.DCs in the past. 

A further problem in enlisting the OPEC wealth in LDC develop¬ 
ment is the plethora of institutions which different oil rich nations are 
proposing as their new development vehicles. Thus, you see proposals fro* 
Iran for a development fund organized around Iranian ideas, competing 
• with proposals for development funds being evolved in Saudi Arabia, Kuwait 
and other Arab oil rich nations. 

In the meantime, the vehicles'which offer most hope for channeling 
investment immediately are the existing capital market-place and the World 
Bank group (the latter will also require considerable time for multilateral 
negotiation and will probably enlist only a limited degree of OPEC coopera¬ 
tion because the bilateral political benefits are lost}. Eximbank is only 
one example of a major world banking institution which are in the process 
of financing projects in the LDCs. Others are the large private commercial 
banks, private investment banks, export credit agencies of other govern¬ 
ments, and the European Investment Sank. The OPEC countries are looking for 
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somewhere to invest their funds in profitable, secure ventures. They want 
to do so immediately, father than organize elaborate new institutions 
which require considerable negotiation and political coordination to get 
organized, it seems more logical to use existing capital facilities. The 
OPEC nations can be assured that projects deemed creditworthy through 
appraisals by Eximbank and other established banking institutions should 
also be regarded as good investments for OPEC funds. Thus, the OPEC 
investors could be participants in projects with relatively lower risks, 
and they would be able to find such projects despite their current extrema 
shortage of qualified staffs to appraise creditworthy proposals. 

To make this an effective method of proceeding the USS should cease 
making 'project loans or grants to Asian countries, except in. very special 
areas and concentrate instead on using our world position, influence and 
resources to help the -recipient country through massing the resources of 
the several sources of funds. 

These consortia would think big—to match the scale of the 
development problem. These groups working cooperatively will be able to 
develop the necessary arrangements on a country-by-country basis to - 
accommodate the required transfers. >■ 

The recipient countries would have to develop a coordinated 
plan which would be reviewed annually by consortium professionals. A 
specific example might be a consortium formed for Thailand by the US, Oapan 
and Saudi Arabia with the Eximbank and other investment banks. Such an 
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economic concortium requires (1) a clear uno'ers tending on the US side of 
how Japanese economic policy is made and implemented through Kill; 

(2) a realization on the US side that some accommodation must he worked 
out between our anti-trust philosophy and the Japanese pro-cartel way of 
doing business; (3) a recognition that the strong nationalist feelings of 
the developing countries make them insist on equal partnership with the 
outside investors. Their share of the equity would not be in capital but 
real estate or resources; and {4} while the US and Japanese would primarily 
finance this development, investment from the OPEC countries is welcome 
and desirable. 


An opportunity presents itself to test the practical application 
of this concept by reviewing with the Japanese their draft proposal for a 
Kra Isthmus pipeline/oil storage complex—a US$1.2 billion project. The 
Thais are definitely interested, the Japanese would like to make this a 
joint American-Oapansse venture, and they also hope to enlist OPEC equity 
participation. 

An OPEC country's contribution to this suggested consortium could 
be gas as well as capital, Sas is a key source of nitrogen. Kitrogen is 
the principal element of fertilizer (K?K). Cheap fertilizer is the key to 
increased agricultural production in the developing and the LDCs. Thailand 
might be the place for trie US to test the consortium concept. 

Active support for this concept would appear to be of long-term 
advantage to the US for several reasons; The plant could be built by an 
American firm and therefore eligible for Eximbenk financing assistance and 


OPEC guarantees; active US encouragement for a major US private sector^-- 
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investment in Thailand's agro-industry at this time would show America's 
confidence in Thailand’s poli tical-uconomic,future; Thailand could, with 
US technical assistance, develop rapidly into the major Southeast Asian 
“forward depot" or "food bank' 1 to meet the requirements of the food 
deficit nations Of the area, 

Another example of how consortium funding might spur development 
can be found in Korea; there the Korean government is channeling funds 
into private companies along the lines of the old US reconstruction corpora¬ 
tion. They are following in the Japanese footsteps in setting up an ex¬ 
port-oriented economy Based on the use of savings. But there is a signifi¬ 
cant difference from the Japanese system; the Koreans are not sweating the 
capital out of their peasantry through a system of internal financing as 
the Japanese did in the period 18S0-1S40. Instead, Seoul is borrowing on 
a government-to-governmsnt basis and relending to an internal developing 
capitalist class and system. Over the next five years (in the next five- 
year plan), Seoul intends to borrow S3 billion annually. They will, instead, 
borrow on a government-to-government basis from the IBRD, the Asian Bank, 
others, and relend to their own private sector. This conceptual framework 
may be "compromise" of how capitalism can be transferred to those UJCs 
willing and able to handle it. This Korean example suggests another 
reason for the multilateral lending consortia. 
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Assuming, however, that through the development of consortia 
lines proposed, the indispensable ingredient of the capitalist 
t systsm-'capital—can be made available, a few other fundamental 
so emphasis. 
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An economic strategy can only operate effectively within a 
stable environment. Unless the political-security conditions in East Asia 
are reasonably Stable and predictable and the countries in Southeast Asia 
are spared excessive internal turmoil, economic development will not take 
place. 

The Ingredients of an Economic Strategy 

In his September 1, 1975 speech to the Special Session of the UN 

General Assembly, Secretary Kissinger indicated that both governmental and 

private means should be utilized in furthering economic development. After 

identifying potential sources of governmental funds here and abroad. 

Secretary Kissinger concluded, 

“It follows inescapably that the remaining needs for 
capital and technology can only be met, directly or 
indirectly, from the vast pool of private sources. 

This investment will take place only if the con¬ 
ditions exist to attract or permit it." 

This statement clearly implies that the priority development effort 
of the US should be within the market system. This priority Is sound and 
not just for the pragmatic reason that Congress is unlikely to authorize 
substantial foreign aid appropriations. There is a solid basis for foreign 
-aid, particularly for agriculturel end related assistance which is discus'sed 
in Section V of this paper. 

But more importantly the American political-economic system has 
demonstrated how well it can educate and use efficiently its human resources 
and combine them with capital and resources to open up varied opportunities 
for personal development, freedom of choice ana material well-being for the 
comaon nan. furthermore, the most successful economies--and societies in 
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terms of individual well-being--operate also within the capitalist free 
market framework. There is no reason why the United States should not 
try to help others via methods that have worked well in many countries. 

At the same time the US and its associates must learn how to communicate 
more effectively to overcome the distortions and lies spread about evolving 
capitalism by decades Df Fabian Socialist and Karxist-beninist propaganda. 

US economic policy toward communist nations in Asia becomes 
complicated as a result of communist acquisition of Vietnam, new vulnera¬ 
bilities of South Korea and other Asian countries’ interpretation of US 
policy. It is unlikely that we will or should have economic relations with 
Vietnam in the foreseeable future. Although we have had economic trans¬ 
actions with the PRC there is a general consensus that no dramatic US trade 
increase with the PRC is on the horizon. However, in careful consort with 
Japan and other nations, the US can find economic adjustments with political 
relations and vice versa. Japanese trade with the PRC will increase, 
barring political friction and some Southeast Asian business will develop. 

If the US should ever "tilt” toward China as insurance against successful 
Soviet initiatives, experimentation on a friendly basis could be a prudent 
course to take. The US with or without third nation partnership could *■ 
conceivably advocate marine development for seafood and other resources 
along with the PRC. 

A useful hinge on Chinese relationships is, of course, Hong Kong, 
which the PRC is not like to disturb. Hong Kong is not only a great East 
Asian foreign exchange center for financial settlements and transfers but 
it is also a great information center and an economic barameter. It is 
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doubtful that either Manila or Singapore could undercut Hong Kong's 
position because the very ascendancy of Hong Kong as a financial center 
is based on total freedom, f.e,, everything goes, which neither Manila 
nor Singapore can afford to permit. 

Since the OPEC countries achieved their success in putting over a 
four-fold increase in oil prices other major producers of raw materials 
have sought to emulate OPEC. Many of the LDCs argue that there is a need 
for basic Changes in the international marketing system. Producer cohesion, 
i.e., commodity cartels are designed to strengthen the LDC bargaining 
position against the concuming industrial nations. The US is being in¬ 
creasingly affected by world coimiodity arrangements. It is attempting to 
meet the aspirations of the developing nations without jeopardizing sound 
economic practices which are essential to the creation of real wealth. 

This is the route that would most benefit both producer and consumer 
countries. 

Transnational Enterprises 

The transnational enterprise (the multinational corporation) may 
well be one of the most effective engines of development. The task of main¬ 
taining a constructive US economic role in the Asian-Pacific region will 
fall more and more on the private sector, with transnational enterprises 
playing a leading role. 

The multinational corporations now account for most of the global 
exchange of goods, services and investments. The multinational, as Moyninan 
says, "is arguably the most creative international institution of the 20th 
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Century." Their past record end future success depends in substantial 
part on their pursuit of company objectives , .the centra? one of which 
is profit.* Obviously, the responsible Milt will also be attentive to 
secondary considerations, such as the political environment, within which 
it operates leading it to act as a responsible guest in the host country. 

flaw notwithstanding, the flNCs have become the most dynamic ex¬ 
pression of the capitalist international economy. Historically, dynamism 
and economic success of the American experience resides in the strength 
of the private sector and enterprise, not in government. Our success in 
future economic relations with cast Asia will depend to a great extent 
upon our exploiting this strength, Governments are notoriously inept in 
business enterprise and management. Multinational benefits accrue to 
a wide money and consumer market promising the greatest assistance to 
developing nations through the best uses of resources., technology and 
joint financial judgement. 

Through the Overseas Private Investment Corporation (OPIC) the United 
States has, since 1SSS, provided insurance to US investors against the 

"political risks" of war, expropriation and the inconvertaSility of assets.** 

The 1573 legislative review of OPIC drew further attention to OPIC's activities 
and generated considerable debate over the public corporation's aims and policies. 
The debate has focused on determining the proper role of.the. US Government 


in 'assisting and fostering private 
iLDCs} as well as "protecting" the 


investment in the less developed countries 
interests or US investors there. A, 


"Some may also be driven by a desire 
profit. 

**$ee draft monograph entitled "Overs' 
Can ilaendel and Gerald T. i.’est with 
foreign Policy .research Institute, 1 
delphia , Pennsylvania. 15104 


to maintain market share as well as'-. 


l$ Investment and Political Risk," by 
the assistance of Robert G. Meadow, 
;38 Market Street, Suite 330, Phila- 
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Rising nationalist sentiments in Third World countries have in¬ 
creased the political risk faced by investors and have generated complex 
policy dilemmas for both corporations and the OS Government. With the gradual 
decline in OS foreign assistance over the last decade, the US Government 
sought, for both humanitarian and developmental reasons, to encourage American 
private investment in the LOCs. However, given the nature of the risks 
faced by US firms in many tDCs, many corporations remained unwilling to in¬ 
vest without some form of "protection" against the “political'' risks of war, 

There, are inevitably conflicts Between the nationalistic rhetoric 
that many politicians in Southeast Asian countries use and rational develop¬ 
ment policies which"would further the welfare of the population. Despite 
tilts rhetoric private fore.i'fn investment is absolutely essential for develops 
nent in the Southeast Asian countries. 

Inducing foreign privets investors to risk their capital, techno¬ 
logies and management skills and to make such investors welcome requires 
..QLcontinuous monitoring of investor problems for ell nationalities, not 
just those of the United Stapes business; anti (2) a complete review of the 
proceduras for insuring direct foreign investment in Asia against political 
risk. 

"Specific methods for enhancing the capacity of the financial 
systems to provide risk-insurance for direct investment will require con¬ 
siderable research and analysis. The essential point is that the encourage¬ 
ment of direct private investment should be a high priority objective that 
deserves full support of the highest levels of the US Government—as well 
as the governments of the LDCs. 





In this connection we should find means of exploiting the fact 
that the "overseas Chinese” business communities play a major economic role 
in all the ASEAN countries. They might be used as the instrument in sup¬ 
port of better rapport between host governments and international business 
firms to the mutual benefit of. both. They have a natural interest in 
supporting regional economic cooperation to combat excessive economic 
naturalises. Likewise they naturally favor the free market system over 
its socialist, Stalinist and communist cormtand-type economic systems. 

In order to make transnational enterprises more acceptable for 
LDC host countries, Secretary Kissinger proposed a code of conduct for 
them in his September 1 speech: 

"If the world community is committed to economic 
development, it cannot afford to treat transnational 
enterprises as objects of economic warfare. The 
capacity of the international community to deal 
with this issue constructively will be an important 
test of whether the search for solutions or the 
clash of Ideologies will dominate our economic 
future. The implications for economic development 
are profound." 

Proposals for a code of conduct should be given the fullest pos¬ 
sible scrutiny. They might throttle the dynamism of the MNCs by intro¬ 
ducing too heavy a governmental hand at both ends of their operations. 

Rather than over-regulating the JiNCs governments should keep very well in¬ 
formed on what the UNCs do and provide corrective actions when necessary. 

An insight as to how American businessmen operating in Eest Asia 
view the operations of ;-'i,’Cs may be seen in the following briefing notes 



(for discussions with Congressional committees, spring 1975) prepared by 

the Asian-Pacific Council of American Chambers of Commerce (APCAC). 

“We believe KliCs are of vital assistance and benefit to 
LDCs by: 

-- providing access to global markets 

— providing investment capital 

-- providing non-stratcgic technology; and 

— providing essential training to local nationals. 

“If S'fliCs do not provide this assistance, the economic gap between 
IDCs and developed countries will increase; which is not. in 
the bast interest of USA. This pullback will not save US jobs; 
it will accelerate job loss since new foreign tariff barriers 
and quotas would price US domestic-made products out of the 
market abroad, clear the way for our European and Japanese 
competitors, slash repatriated earnings and thereby adversely 
affect the balance of payments. 

The multinationals have bsen at the forefront of creating the 
unequaled economic power of the non-communist world. The tWCs are also 
in the forefront of dealing with the communist countries without any real 
appreciation of the political concessions that should be obtained from 
them. On the contrary, MNCs are often urging the non-communist govern¬ 
ments to offer political concessions in the hope of obtaining trade benefits. 

• _ The US Government has found it increasingly difficult to formulate 
viable international policies due to increasingly complex and interlocking 
economic, social, political and politico-military factors in the world at lar 
and at home. Within the global competition that has taken place’s-ince the end 
the Second World War we have had no counterpart of the various international 
communist parties. In recent years a powerful competitor has taken snaps in 
the multinational corporations through their unmatched economic capabilities 


and the willingness of most free governments to accept them.* The bene¬ 
fits of this phenomenal network, capitalism international so to speak, are 
being experienced and also probed pro and con. How to make these trans¬ 
national institutions function most effectively and beneficially for all 
concerned may be the central issue of decision confronting free economies. 

Special Problems 

US support for private industry abroad most match the fact that 
our economy has become a primary instrument of American diplomacy. The 
emergence of economic factors in the front rank of diplomatic issues has 
served to heighten the importance of the American Government's dependence 
on imported raw materials and, more importantly, demonstrated the changing 
pattern of US economic relations with the Third World. 

The private sector should be eager to help the US Government 
achieve its foreign policy objectives. But the private sector must be able 
to report profit from its overseas operations to assure continuity. Govern¬ 
ment is not under such constraints. The present relationship between our 
government and the private sector is frequently an adversary one. Present 
Congressional attacks on multinational companies are a case in point. A 
new relationship must be established if the private sector is to become"an 
effective ana of US foreign policy. 

. Broadly speaking, our government policy should be to encourage 

the flow of investment funds to those areas which went development within 

the general framework of the global market economy and whose development 

will be beneficial to both the political and economic interests of the US./-' 

i* 

’This "comparison may stretch tr.e point since the CPs operate in the politi¬ 
cal, paramilitary,- psychological, as we.! I .as, ppe economic realm. 
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Officials of an LDC and a corporate investor view developments 
from considerably different perspectives than does the US Government. 

There is freguerctly a hostile attitude toward business among the intellec¬ 
tuals and governmental officials in the developing countries. These 
could be overcome—or their adverse effects at least mitigated by better 
dialogue and communications concerning various paths, costs and rewards, 
leading to economic growth. 

An element of politico-economic development in any country is 
communications. US information programs have not given this facet of the 
development process the attention it deserves. It should be apparent 
through effective communications the US and friendly governments can 
campaign to gain support for sound economic programs. 

A really professional use of cowsunications can speed up accep¬ 
tance of programs and projects and, more important, unite people with' 
differing views to a recognisable common purpose. Pinpointed communi¬ 
cations tied closely to specific projects or policies and constantly re¬ 
affirmed could accomplish the necessary task. Above all, within a given LDC 
effective communications systems can infuse a strong sense of national 
purpose—which is the elixir-that makes development plans succeed. lie 
cannot rely on primarily economic solutions to meet human needs—or achieve 
sound economic goals without persistently explaining theyr whys and wherefcrs. 

The caliber of personnel involved In US public or private develop- 
ment.programs will obviously be a decisive factor in the results obtained. 
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The effectiveness of economic endeavor in Both trade and aid 
depends to a large extent on the knowledgeabilsty and diplomatic skills of 
representation, negotiation and professional versatility in Business and 
industry. Other factors Being equal, top quality personnel is a determinant 
of success. Outstanding businessmen represent not only the product or 
service but their country, a double value, and with latitude for action 
the official doss not have whether a: ambassadorial or lower echelon economic 
levels. In 1964 after solid preparation by corporate leaders and federal 
officials, the International executive Service Corps was formed by a group 
including David Rockefeller, Sol linowita, Bill Paley, C.B. Jackson. 

Senator Javits and others. Its purpose was to mobilize further our overseas 
talents by drawing on the services of corporate people about to retire, others 
Still not retired, and put to work their aggregate country knowledge and/or 
highly specialised administrative or disciplinary functions. 

Today, after ten years of service, incumbent President Frank Pace, Jr. 
notes; "ItSC offers a third way to foster the development of the Third World 
.,.we do not go in for large-injections of money nor heavy applications of 
manpower hut for the selective deployment of skill and experience at the 
management level." 

Despite pessimism as to the short run economic prospect$,_the 
population-food syncretism in Southeast Asia presents an exciting and 
inesc'apable challenge. Meeting it could provide the master key for advancing 
the economies of the countries along a solid, broad front. The population 
problem can be set by a head-on campaign to improve agricultural productivity, 



which is the basic economy of the peoples residing there'. More pointedly, 
three hey countries...Thailand, the Philippines and Indonesia...can stay 
ahead of their alarming population curves upward only if they increase their 
agricultural efficiency two or three times the existing level within a few 
years time. 

Section VI shows how the battle for increased food production can 
be won, and the tremendous psychological and political influence which would 
accrue to the US in the-process. The agricultural improvement campaign should 
become the core of the AID program for Asia. Better handling, storing, trans¬ 
porting, shipping and selling of agricultural products should be a major focus 
of private enterprise in Southeast Asia. 



- 33 - 


( 


V. THE ROLES OF THE P'J SUC SECTOR i» DgVELOPKEHT 1H ASIA 
Introduction 

In addition to utilizing to the fullest the private sector as a 
major engine of economic development governmental assistance still has a 
major role to play. More and more the US bilateral assistance programs 
are becoming grass roots "people programs"—food, population and health. 
Multilateral agencies'tend to focus on infrastructure-ports, road net¬ 
works and rural electricity. 

The central assumption underlying US assistance to the developing 
natipns in Southeast Asia since the Second World War is there is a re¬ 
lationship between economic growth and political stability. Economic 
stagnation and deep poverty weaken the political fabric of a country. 

Economic growth can result in a far distribution of income and 
wealth, however, only if the strategy of development does not result in 
an excessive investment of income in private property end only if correc¬ 
tive measures are taken through taxation, special subsidies, and relief 
and “anti-poverty" programs which ensure necessary adjustments to the 
otherwise natural outcome of the developmental strategy adopted. More- • 
over, there must be especially good coordination of (a) education and the 
development of skilled, technical and administrative manpower with 


(o) the supply of new employment opportunities which economic development 
is supposed to generate, nothing can result in social instability and 
obstruct orderly development more than an increase in the supply of educated 
persons who are frustrated by lad: of ooporttmi ty. ___ 
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Since funding support for AID in Congress appears to be decreasing, 
the task of stimulating economic growth in Asia appears to be falling upon 
the private sector, Tat emphasis on expanding production and trade alone 
will not assure international prosperity unless the poor majorities in 
the countries of the region can be brought into full participation in 
( their economies. This conclusion suggests that an appropriate division 

of developmental labor between the private and public sector has finally 
evolved. 

The roles assigned to both bilateral and multilateral assistance 
should be correlated with direct US private investment. As of now our 
direct investment is not geared to the overall development challenge despit 
r the tremendous contributions the companies are making to the economy of 

receiving countries. 

Problems and Opportunities for Development 

The problems and the opportunities of the developing nations of Asia 
correspond in substantial measure to the priority developmental concerns 
expressed by the Congress in the Foreign Assistance Act of 1S73, First, 
Fast and South Asia are now food deficit areas. Many Southeast Asian 
. countries have the potential to produce quantities of rice, tropical 
and subtropical fruits, vegetables, spices, seafood and other foodstuffs 
to.meet their own requirements. Before the upheaval of World War II and 
its aftermath many of these were food exporting countries. 



Another important problem 1$ the need to develop adequate distri¬ 
bution systems. The small farmer or businessman cannot benefit, unless 
means exist to transport goods front producer to consumer. Inequitable 
income distribution creates wasteful surpluses in higher income areas, 
it causes devastating shortages of essential ccitjitodi ties among the very 
poor. 

The third major problem in East and South Asia is burgeoning popu¬ 
lations. Over one billion people now live in the free countries of these 
regions (excluding Australia and !iew Zealand). Population growth rates 
outstrip growth rates for food production. The United States and the 
other developed nations help Asian countries by helping develop the econo¬ 
mic and sociological remedies and in creating health, nutritional and 
maternal/chiId services. 

The US assistance program tries to help the poor to improve their 
lot by active engagement in production which, in turn, leads to fuller 
employment, gradually improved distribution of income, and eventually, to 
increased economic growth. AID is now trying to concentrate on strengthen! 
the developing countries 1 economies from the bottom up. Finally, US 
development assistance objectives also enhance closer long-term commercial 
and investment relationships and thereby help provide the financial 
sinews required to sustain economic expansion. 



From Bilateral to Wultilateral Framework 


In the past decade there has been a major shift from bilateral to 
multilateral economic assistance. For many'purposes the latter is pre¬ 
ferable but again a choice should be made in accord with the purpose of 
this paper, compatibility with US political and security interests in the 
region. Although we have had satisfactory experience with Korea, Taiwan 
and the Philippines, to a lesser degree with Thailand and Indonesia , bi¬ 
lateral aid has become increasingly vulnerable to nationalism, to the 
exploitable frictions and tensions Of donor-recipient relations. More 
important, a sharing of debits as well as credits is more conducive to 
regional integration, to better utilization of resources and other assets 
without competitive duplication and waste, and to fuller application of 
the enormous technological skills.and capital funding of multinationals. 

Multilateral institutions are at work in East Asia, with not only 
Asian but many other nations engaged in Asian economic development, 
whether through IBRD, the ADS, PICA,* international commercial banks, 
service and management organizations of seceral nations. 

Asian Development Sank fAPB) 

Data cover loan authorizations of the recently organized ADB which 
made its first loan in 1968. 

- Within the key banking structure of Asian development, the ADS, US 
subscriptions to capital resources as of 1975 stands at approximately 
$242,000,000 as contrasted with Japan's $603,000,000. Our development 
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lorporate Assistance. 



fund with ADB is $50,000,000; Japan's is $105,224,000, Such statistics 
are incomplete and subject to countless factors of alteration. However, 
from almost any judgmental position, US support of the Asian Development 
Sank, more than ever in our world economic position today, is not only 
comparatively weak but shortsighted with respect to the intrinsic role 
of Asia in our emerging policy. 

In the last few years, US contributions have lagged, and in the 
last year the US has taken a brusque and negative stance on a series of 
matters not critical to the US or to the Bank. With the other major 
regional bank, IBO, our support is very much more generous and our stance 
much more cooperative. It seems time irrview of our withdrawal from Asia 
in so many other ways to now reorient our stance in the ACS and become 
more cooperative once again. 

In the course of providing foreign aid to Southeast Asian countries, 
an important consideration is the avoidance of potential conflict due to 
economic nationalism. Unless dampened we may find that our efforts to 
increase economic presence in lieu of military presence and in stimu¬ 
lating economic development to safeguard security in these countries 
will lead to results contrary to our expectations. 

In order to minimize these potential conflicts we need to work out 
an intelligent raw materials policy, including an energy policy, that 
is based on cooperation and understanding among Japan, the United States 



- 4f„ 

and the countries of Southeast Asia, Korea and Taiwan. On this and 
other economic issues the mu)tilateral approach should ease political 
problems in Southeast Asia. 

Export-Import Bank of the United States 

Another major element in the US fiscal arsenal which is a useful 
component of a US economic strategy for Asia is the Ex-Im Bank. 

Eximbank loans, guarantee and insurance authorisation for EY'72- 

’73 to northeast Asia (japan, Korea and Taiwan} comprise the heaviest 

regional allocations of the overall area at $773,220,321- Remaining 

Eximbank allocations to the entire area are as follows: 

Indonesia $162,535,818 

Singapore 74,404,475 

Philippines 61,193,234 

Thailand 20,525,640 

Hong Kong 17,685,403 

Malaysia 10,003,146 

Eximbank allocations to Northeast Asia amount to more than twice 
the funding to Southeast Asia. Total area Eximbank funding is about 16S 
of the Bark's total export sales support volume. US policy should be to 
increase this amount, 2 long with other external funding, to keep pace with 
the area statistics and strategic import. 

The Bank's President and Chairman William j. Casey has ad¬ 

vanced an imaginative plan to team OPEC and Eximbank investing. {See 
Part III re: necessity of OPEC money required for LDCs.) 






"The type of petrodollar financing we hope to see 
developed would accommodate the Bank's need to stretch 
its resources over a growing number of projects with 
higher price tags. It would—we hope—reduce both 
Eximbank's loan participation and its share of the risks. 

"The consequences of a direct flow of petrodollars into 
the normal channels of trade financing would be easy and 
pleasant to see: : 

"—critical shortages disappearing; enough food, energy 
and minerals for all purposes; industry's long-term 
supply requirements being met and continuing growth 
assured; plentiful job opportunities. 

"—inflation abating with both new supplies and new 
capital becoming available. 

satisfactory rewards for the OPEC country investors; 
their equity investments drawing dividends, their loan 
investments being repaid with interest."* 


"Cha-irman of Exirabank, William J,. Casey, at Edward R. Morrow Center of 
Public Diplomacy, Fletcher School of.law and Diplomacy, Tufts University. 
Subject of Seminar: The Role of American and Japanese International 
Corporations in a Chanc:nc woric Economy , November 20-21, 1974, 
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VI. WORLD FOOD AUS THE US 

The Problem 

While the world's population is stilt expanding at an explosive 
rate, the world's food production is not growing proportionately. An 
estimated 300 million persons suffer from malnutrition. The current 
world population of 4 billion will double in 40 years if present growth 
rates continue. Population growth in the developing countries will 
account for BS% of that growth, but food production in most of those 
countries lags seriously behind minimum consumption needs,* The cata* 
clysmic dancer in this paradox is beginning to force the nations of the 
world to recognise and try to do something about food and population 
problems. 

As the nation which has achieved the greatest agricultural miracle 
in world history, the United States should take the lead in a crusade to 
enhance agricultural production. The United States, of course, cannot 
and should not do this alone, But it C 2 n be the catalytic force that 
induces tns successful agricultural economies of Western Europe, Australia, 
1,’ew Zealand, Japan and the Republic of China on Taiwan to do what must be 


*for current descriptions of world hunger and poverty and US assistance 
programs addressing these problems, see "Report to the Committee on 
International Relations on Implementation of Legislative Reforms in the 
foreign Assistance Act of 1S73," by AI3, July 22, 1S75 (nouse Committee 
Print) and "International Development and rood Assistance Act of 1S75," 
Report bv the House Committee on international Relations (nouse Report 
ho. 54*442). 



done to sake food production in the various areas of the world adequate 
for human needs. 

The world population explosion continues in those areas of the world 
which for the most part are unable to feed themselves adequately at the 
present tine. The rate of the; population explosion is indeed dramatic. 
Thailand, for example, which currently feeds itself, has doubled its 
population in the past, twenty years and is likely to double it again in 
the next twenty. The population increase in Java,.Indonesia could be 
even more devastating, for Java is one of the most heavily populated 
places on earth and cannot feed itself now. furthermore, the approxi¬ 
mately i.5 to 2 billion persons living in the underdeveloped tropical 
and subtropical zones live on diets which are frequently dominated by one 
staple crop. Chronic protein deficiency is a serious public health 
problem in these regions. Combined with infectious diseases, this form 
of malnutrition is one of the leading causes of death, particularly for 
children under five years of age. 

Proposed Solutions 

The United States is moving in this direction in its new approach 
toward aid: 

"Congress is now proceeding with vigor and intelligence 
to give a new form to American aid abroad. 

"Americans have understood for some time that they cannot 
help the rest of the world a great deal merely by sending 
shiploads of grain each year to whatever unfortunate 
country might be suffering most desperately from famine at 


A c 
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that moment. In this bill, the outline Of a much more 
promising policy emerges. It stands on three legs. 

There is the immediate shipment of food as relief in 
crises. 8ut it is tied to investment and technical 
assistance for that country’s own food production in 
the longer future. That in turn is linked to a rising 
emphasis on population planning, None of the three 
will work alone, but all of them together comprise a 
coherent and constructive design."* 

Additional legislation has been introduced in Congress which would 
provide funds to establish land grant-type universities in the developing 
countries in an effort to help them help themselves. The problem of 
people and hunger on the world stage is essentially a problem of scale. 
That the problem can be solved is pursuasively demonstrated in a remark¬ 
able lecture given by W. David Hopper entitled "To Conquer Hunger: 
Opportunity and Political Kill.”** 

"Dr. Hopper argues that, despite grave food shortages in 
recent years and prophecies of more widespread famine to 
come, mankind has never before been faced with such an 
opportunity to create an agricultural system that will 
assure an abundance of food for all. Not only are 
techniques available to bring into production large areas 
that are virtually unexploited, but it is now also feasible 
to increase, several times over, the yield of traditionally 
cultivated farms by introducing modern technology.” 

An Agricultural Crusade 

The basic elements of a campaign to increase world food production " 
are already available. First an<J foremost is the need to make certain 
that incentives exist to encourage farmers to make the required expansion, 
and profit is the primary incentive. The farmer must feel that the prices 


* keshinotsn Post Editorial, September 10, 1975. 

**N. Davie Hopper, President, International Development Research Center. 

An abstract of a lecture delivered in the John A. Hannah International^ 
Development Uecture Series, Michigan State University, East Lansing,/^ fa 
Mi chican, May IS, 197S. 




of his farm production will remain sufficiently high not only to cover 
the cost of his investment and labor hut to. earn a profit as well. This 
is frequently not the situation in many of the developing countries, 
furthermore, there has to he an adequate land tenure system, along with 
sufficient credit and extension-type services to permit the farmer to 
take advantage of the new techniques, new fertilizers, new seed. Once 
these profit incentives are clearly evident, the small farmers living in 
developing countries will make much more efficient use of their own 
resources, as well as adopt new seed varieties and production techniques. 

A prerequisite to success, of course, is the willingness of the governments 
of the developing countries to marshal the resources and apply policies 
which will create the incentive climate necessary for rapid agricultural 
progress. 

Protein Deficiency 

Protein deficiency characterizes the average diet of most people 
in the tropical developing countries of Asia. Much more attention needs 
to be given to livestock and poultry raising if this deficiency is to be 
overcome. Pigs, chickens and ducks are the main source of meat in many 
Asian countries. Cither potential sources, in addition to the omnipresent 
water buffalo, are goats and cattle. New strains of cattle are being 
introduced which can adjust to tropical heat, and such breeding should be 
encouraged. It should be noted, however, that any great increase in live¬ 
stock will place greater demands on cereal production, so effons oust be 
made simultaneously in each aoriculiural sector. 



Beyond increased agricultural productivity on land there is an 
equal opportunity to improve the exploitation of the seas for food. The 
nations of the world will probably not be able to meet all their caloric 
and protein needs from land agriculture. A major portion of food supply 
of the developing countries should be produced within their own terri¬ 
tories in the not-too-distant future. There must, however, be greater 
effort to fully exploit opportunities for obtaining food from the sea. 




VII, US-JAPANESE-AUSTRAL IAK CQUA30RATI0H 


(Potential for Joint Cooperation in the Design and Implementation 
of Development Assistance Programs in East Asia) 


c 


c 


Common Interests 

In East Asian policy the cardinal fact of our foreign relations is 
that the US and Japan, at this stage, represent the only power combination 
with the capacity and interests to secure peace in East Asia; and at the 
same time to establish a basis of economic security and self-containment 
for the poorer members of the Asian community. We should build on the 
fact that the US-Japanese alliance from all appearances is a strong, 
going concern. We have few other partners es potent and hopefully, as 
reliable, including nations closer to us by cultural heritage. Australia 
is included as a major trading partner of both Japan and the US. 

Japan is obviously important in negative terms, i.e., the adverse 
consequences of a US-Japanese fallout would be severe. What we want 
positively from Japan is less obvious. This section suggests that an 
open-ended consortium for Asian economic developments in which Japan made 
a major contribution could be Japan's constructive role. 

In view of the immense role which Japan plays in the economies of 
countries in the East Asian-Pacific area, efforts must be taken to promote 
Japan's cooperation with the US wherever possible. A consortium of the 
two nations, however, should develop in such a way as to not give smaller 
countries the suspicion that such collaboration may dominate or deny them 


alternative sources 


of assistance end 
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(Whatever economic agreements can be reached and expanded between 
our two countries for East Asian assistance, two political priorities are 
paramount: 0) the prevention of communist domination of the Korean 
peninsula; and (2) the strengthening of economic and political relations 
in Southeast Asia to offset any PRC maneuvers to weaken free market and 
free society ambience in that region. Three additional priorities are: 

(1) preservation of the integrity of Japan's sea lanes; (2) Japanese 
access to raw material (including fuel) sources; and (3} Japanese access 
to export markets. All these require certain political and military 
conditions and understandings. 

While Japan today can only marginally and indirectly underwrite the 
security of the Pest Asian region, our joint economic efforts can accomp¬ 
lish much in that direction, iR some instances automatically shor:no-up 
political weakness and offsetting external blandishments. With sensitive 
diplomacy, Japan should also be brought to a better understanding of her 
economic options and responsibilities in recognition that the thirty year 
old OS security framework has provided Japan with many benefits with 
comparatively little cost, 

A Japaness-Araarican partnership has existed in Southeast Asia in the 
past 15 years or so. In this partnership OS firmed licensed patents 
to Japanese manufacturers which permitted them to sell against European 
or other competition (sometimes 03} in Southeast Asia, This partnership 
took place because the Americans priced themselves out of the market becaus 


of wage costs; they sold their R&D through license arrangements to the 
Japanese at "bargain" prices {for any fees picked up for Japanese licenses 
were considered "found money,”} and because the Japanese could use 
American name brands often when they could not have sold their own mer¬ 
chandise. That Phase of cooperation is over. 

What will take place now? The development of a new understanding 
and partnership is all the more pressing. Examples? Perhaps a joint US- 
Japanese development’with the Chinese communist of their offshore oil re¬ 
sources. Agricultural, or rather, agro-industrial enterprises which might 
be joint—for example, a move to build storage facilities and 
upgrade crops in Thailand which find Japan as their principle market. 

(This sort of thing was tried in the ISSOs and failed because it was under- 
' taken as confrontation between the US investors and AID and the farmers 
against the Chinese intermediaries and the Japanese.) The joint develop¬ 
ment and expansion of Indonesian oil with the Indonesian government using 
the Japanese market and American technology and capital may be another 
example. All of this demands at the Ameri can end a mobilization of Intellio 
and other resources which has not yet taken place. 



In looking toward the future we should recognize the imports; 
to Japan of the partnership which Japanese industry and business j 
developed with the overseas Chinese community as intermediaries w 
Southeast Asia. A large fraction of Japanese sales in Southeast i 
have been made through this community. 

Much of the immense development in US-Japanese trade has take 
without a great deal of knowledge or information as to its particu 
except among those people actually engaged. As the two most power 
economic partners in the non-cownunist world ignorance of both cob 
about each other can continue at the risk to each country and to ti 
joint endeavors. The fault is largely on the US side. There is vi 
little study in the US of Japanese language and culture, too much s 
on business ties unmatched by concern about human contacts -and rela 
US ignorance concerning Japan should be overcome. One idea by 
which this might be done is the possible establishment of a Busines 
Institute at the East-West Center in Honolulu, dedicated to mutual 
Japanese investigation of these problems. The other is the latmchf 
a five-year research program in US-Asian communications by the Murr 
Center of the Fletcher School in partnership with Keio University i; 

A joint conference was held in Boston in November 1974 on the 
of American and Japanese international corporations in changing wor: 
economy. The conference report prepared by Philip C. Horton, Direcj 
of the Murrow Center provides some interesting insights. As Horton: 
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“While the US experience was ever present in the back¬ 
ground anti frequently emerged explicitly, it appeared 
that bath Americans and Japanese had a greater desire 
to explore the subjects at hand in terms of their 
implications for the Japanese." 

Concerning the goals of foreign investment the imbalance of the 
discussion was striking: 


“Nowhere in the record does one find mention of the 
US outlook while...by contrast, the goals of Japanese 
direct investment and their implications have been the 
subject of so much recent national attention that their 
dimensions have been clearly identified.“ 

The report concluded by stressing implications for communications 

among Americans and Japanese: 

“...difficulties underscore the importance of companies 
and governments. Both singly and jointly, attempting 
to improve their cosmunications in order to promote more 
accurate understanding of their affairs.” 

If we can develop a real sense of partnership with Japan our task 
might be less arduous or suspect. US must try to become an equal part¬ 
ner with Japan and make Japanese feel this is in fact the case. Much 
more closer contacts are needed. It is important also that the US try to 
keep the price of agricultural products to Japan from rising. 

US-Jaoanese Cooperative Endeavors 

Many Japanese leaders would subscribe to the viewpoint that the 
Japanese have their counterpart of the “ugly American"' image, which must 
be overcome in every way possible in foreign relations. Where such 
images are negative or less promising, the other "partner" in any consortium 
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could take the lead, spearheading direct investment, pilot programs and 
in major new enterprises. Japanese, for example, do not enjoj' dealing 
with India; they in turn aright do better than the US in other countries 
at a given time and vice versa. Such flexibility could strengthen joint 
salesmanship. 

For most of the countries in Southeast Asia, however, the leading 
role the US will play’in a US-Japanese consortium must be understood ci¬ 
thern. There Still is more confidence on their part in US goodwill than 
in the long-term goodwill of Japan. Also such a consortium should be 
open-ended in the sense that a developing country should be free and 
encouraged to join the consortium once it is in a position to help-others 
less developed than itself. The consortium should not be viewed as a 
restricted club.* 

In this latter connection we should remember that of equal or 
greater importance than governmental or private assistance to the LDCs is 
mutual access to the US and Japanese home markets. Exports have been 
vital sectors in the fast growing economies of Korea and Taiwan, among 
others. Textiles have played a leading role in such exports, and the 
energy crunch has hurt textile exports from Asia, Tight Japanese 
restrictions have minimized imports; the US market for Asian textile 
manufacturers has also weakened since 1574. The comprehension gap between 


*Ths idea of either Japan or the US taking the lead in mutual endeavors 
in accordance with the psychological climate of a given country was 
advocated by Robert S. IngersolT when he was the US Ambassador to Japan. 
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security ancJ economic interests must be narrowed. Neither country will 
benefit economically if the region is wracked by political upheavals 
deriving from economic setbacks. 

The impact of oil and energy problems on US-Japanese economic 
interests in East Asia and the.potential for US-Japanese cooperation in 
joint activity for East Asian assistance are more unpredictable, for many 
reasons, than any other before us. Substantial OPEC-member investment in 
France, Germany, the UK, the US and Japan, unaccompanied by price reduc¬ 
tions for oil or increased development assistance throughout the world, 
and generally negligible OPEC trade relationships, constitutes a shattering 
economic threat. 

It is difficult to see any solution to the oil crisis other than 
an Atlantic-Pacific energy policy under leadership of the US and Japan- 
others if possible--to convince the oil producers that their tactics 
are strategically dead-end. The ultimate community or in any moribund 
Western colonialism, but from Soviet imperialism. Only a few years ago 
the ceseri economies were weak and indigent, with virtually no meaningful 
exports, as Arab economists Yamani and Ansary freely concede. The fact 
that the source of their wealth is generated by Western technology and 
capital should discipline their euphoria and politics. 

Harnessinc Power to Purpose 

The net economic output of Japan and the US is estimated at a 
staggering 52,000 billion. In view of the relationship of the two countries’ 
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available national resources and other development resources to the mari¬ 
time economy and security factors of Last Asia, the closest collabora¬ 
tion between the two nations seems to be a necessity for both. Economic 
initiative and policy must be convincingly evident for tDC and Third 
World acceptability. Japan's .'International Ocean Exposition and her 
greatest marine exposition, "The Sea We Would tike to See," are indicative 
of directions that nation is already pursuing. An investment development 
process combining the maritime power and economies of both nations, linking 
up with the maritime capabilities and needs of all cooperative LDCs, can 
generate a potential as dramatic as the food and agriculture program 
advanced elsewhere. Shipping, shipbuilding, new or enlarged ports, ware¬ 
housing and transshipment facilities and land-sea modal transport inno¬ 
vations are all vital requirements of the world today, particularly in 
Southeast Asia, 

Closer collaboration ts also necessary throughout the whole mari¬ 
time structure and industry because of rate-war dangers, supertanker glut 
and the oil transport problems. Ocean carriers, conference and non-con¬ 
ference, involved in transpacific trade and are constantly searching out 
agreements to curb harmful competition.* But such agreements oust be 
worked out in ways which do not do irreparable ham to legitimate third 
flag carriers and which insure sufficient competition to foster desired 
innovation. 


' r The""efrort of the Soviet Union to capture shipping contracts by offering 
rates far below costs should not be overlooked. 
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The main areas of a joint Japanese and US effort would involve, fj 
the essential development fields of agriculture, agroindustry and aqui- 
culture.and the generation therefrom of food, fertilizer, minerals and 
timber. A second area of joint activity would center on transportation 
and communications for both economic force function and security purpoS' 
Another area could be in rural development and reversal of urbanization 
dangers and inequities. Finally, and perhaps above all, a fundamental 
advance in teaming of capital and labor towards national solidarity is 
needed within the individual countries of Southeast Asia. The Japanese 
have excelled in the development of national solidarity and legitimate 
national pride. 

He and the Japanese must recognize that we are both competing with 
totalitarian economic systems mflitantly pursuing strategic goals inimic 
to ours. We need a clear cognizance of the fact that despite the advent 
of global interdependence no currently perceivable common purpose will 
terminate the contest. At issue is what philosophy and under whose writ 
the future world order will operate. Lawrence Eagleburger's home-front 
comment that in response to a challenge of this magnitude bipartisanship 
should impose “a limit as to how far we take our differences in the field 
of foreign affairs," is most germane.* 

The main focus of an economic policy for East Asia should be the 
establishment of an open-membership L’S-Jaoanese economic consortium—with 



'Aocress at Haynesburg College, Kay 18, 1875. 
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Australia as an initial charter member--as the primary mechanism of Asian 
development. This consortium should not duplicate or infringe on the 
activities of ESCAP and other Asian development programs but strengthen 
them with capitalization and examples of cooperation and initiative. Its 
success could depend on a balance of the strong and the weak .in managerial 
participation. 

In building the OS-Japanese-Australian connection it is necessary 
that we follow two principles: 

1. The operation of the economic policy alliance should be very 
quiet and managed largely in Tokyo, Washington and Canberra or at high 
levels of the local embassies. 

2. The objective of this economic policy alliance should be to 
develop agreed upon positions for the assisting governments with respect 
to the financial consortia and the positions taken by the executive 
directors in international financial organizations. 

The transfer of large scale capital to friendly countries in South¬ 
east Asia roust coroe through private investment and non-project oriented 
consortia mads up of the kinds of international financial institutions,- 
groups of countries or a combination of public and private funding sources_ 
discussed in Section IV of this appendix. These consortia would sake 
general lump sums to governments which would then allocate these resources 
to their own project oriented development programs. These governments, 






for example, could funnel these externally supplied resources through 
their own lending institutions to support rural credit programs or to 
guarantee such programs by their own private banks. 

The US-Oapanese-Australian consortium suggested here would work in 
true partnership with the host governments. It would follow the more 
successful examples of past capital investment and technological trans¬ 
fer in Asia. For the most part, these have usually been in the nature of 
joint ventures in which the host country has some eguity, writes the 
rules of the game, and rightfully arranges for the training and transfer 



CONCLUSIONS AND RECOMMENDATIONS 


The US should regard the full scope of economic activity (trade, 
aid and investment and technological transfers) as a major instrument of 
United States foreign policy,-' Our economic policy and programs should 
he compatible with our own pluralistic political-economic system. Ke 
are and should continue to be proponents of open, competitive market 
oriented economic systems. Our economic interaction with closed, non¬ 
competitive, non-marked systems should be limited to those cases where 
national security considerations override. The focus of our Asian 
■ economic foreign policy is to promote successful open, competitive 
economic systems. To do this, major gaps between aims and practices 
should be recognized. 

Four principles underlie the recommendations for specific actions 
which follow: 

One . The free market economy, though far from perfect is still the 
most successful method for organizing economic systems. Unless the 
Southeast Asian countries follow the general approach of open, market- 
oriented development they will fail to modernize. 

Two . Because our resources are limited we must operate for maximum 
leverage through joint approaches to development problems with other 
countries and international financial organizations. 
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Three . We should focus on our strengths and capabilities within 
the spectrum of development problems. 

Four , Finally, where economic policies interact with national 
security issues due attention must be paid to the national security 
interests. The actions detailed below include specific instances of such 
interacting interests. 

Recommendations 

The following recommendations are specific directions for both the 
content and management of economic policy in Asia. 

1. Promotion of Private Foreign Investment . If the most successful 
system for development is the open market oriented economy, it follows tha 
we should take actions to support the success of such systems. One vital 
aspect of the development of open market economic systems is investment 
by private businessmen, both foreign and domestic. The f'PlC is recognized 
as a vital Instrument of development which simultaneously serves to en¬ 
courage linkages among the open market economic systems. 

Private investment can play a dynamic role in development if 
the host country creates an attractive environment for the investor that 
will also help itself. Programs in which the developing Asian countries 
provide part of the insurance against expropriation and where there are 
agreed orderly methods for settling disputes between foreign investors 
and host country are essential to increasing the flow of direct private 
investment to Southeast Asian countries. The specific problem now posed 
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fo r the United States is to develop mechanisms, modalities, and operating 
methods which are required to encourage foreign private investors to risk 
their capital, technologies and management skills and to make such in¬ 
vestors more welcome. This requires (a) continuous monitoring of investor 
problems for all nationalities, not Just those of the United States 
businessmen; and (b) a complete review of the procedures for insuring 
direct foreign investment in Asia against political risk. 

Specific methods for enhancing the capacity of the financial 
systems to provide risk insurance for direct investment will require 
considerable research and analysis. The essential point is that the 
encouragement of direct private investment should be a high priority 
objective that deserves full support of the highest levels of the US Govern 
ment. 

2. Establishment and Kanaoement of Financial Consortia . The dominan 
economic problem in developing Asian" countries is to provide for smooth, 
non-diseriminatory transfers of real resources to permit more rapid 
economic development. The input of the OPEC oil price increases and the 
world inflation have made this resource transfer problem impossible using 
the traditional methods of foreign assistance. The best method for 
realistic techniques for resource transfer is to stimulate financial con¬ 
sortia involving governments (including OPEC members},, international 
financial organizations, and private banks. These groups working coopera¬ 
tively will be able to develop the necessary agreements on a case-by-cese 




basis to accommodate the required transfers. Although such consortia 
have been organized from time to time they■performed in a perfunctionary 
fashion for limited objectives. We propose here, however, the establish¬ 
ment of a series of consortia which would consider annually the total 
resource requirements for a given country far a two or three year period. 

These consortia would work out annua! agreements with the 
borrowing countries detailing the economic situation, policy measures to 
be undertaken, major development projects, progress in implementation 
of prior consortia agreements, and the level of borrowing for the next 
year. 

To make this an effective method of proceeding the United 
States Sovernraent should cease making project loans or grants to Asian 
countries, except in very special areas and concentrate instsad on using 
our world position, influence, and resources to make available to the 
recipient country through massing the resources of the several sources 
of funds. 

Several points need to be made: 

a. If the United States is to play a leading role in these 
consortia, then it is necessary to provide high quality professionals 
working within an integrated policy framework. 
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b. It is highly desirable to establish efficiency criteria 
in the terms of loans, We should improve the lending terms for these 
countries which follow successful development policies and withhold con¬ 
cessionary loans from those countries that pursue domestic policies in¬ 
consistent with solid development programs. 

c. We should recognize that although every country has a 
right to pursue any development path that it believes appropriate, the 
United States has no obligation to participate in supporting development 
efforts inconsistent with its world objectives. Our perspective on how 
to organi 2 e economically successful societies is proven by the dominant 
position of market economies. Unless there are overriding hard national 
security interests it is simply wasteful to spread our resources among 
those countries that are not pursuing economic development policies con¬ 
sistent with the beliefs of the United States. 

d. At the same time the United States should look to the long 
term and exercise considerable patience. We should be particularly con¬ 
cerned to establish developmental goals as conditions for resource transfer. 

e. Implementation of this recommendation would require a 
major reorganization of AID'S present programs, and may well require 
legislation. Recommendation so provides more details on how to carry 
out a policy of using financial consortia. 


f. If financial consortia are to be successful as the major 
channel for foreign economic policy in Southeast Asia, it is essential 
that the links between the political process and economic development 
be studied and that the United States' position be prepared taking full 
account of the political implications of any given program. 

3. Technical Assistance . The technical assistance effort financed 
by US grants to Southeast Asia should be strictly limited to a few crucial 
areas. The recipient country itself can finance other forms of technical 
assistance making use of the resources available to it. In two particular 
areas the United States has special qualifications which justify grant 
technical assistance. These two areas are agricultural research and urban 
development. • , 

a. Agricultural Research , f/e should strongly support technical 
assistance for scientific agricultural research. Through, the past 25 years 
the United States ft'as funded a great deal of agricultural research in Asia. 
Such support has often Been criticized on the grounds that while research 
produces results these results are never made available to the farmers. In 
fact, the solution to improved extension service systems for delivery of 
research: results are usually Budgetary (inadequate salaries and allowances; 
lack, of useable material si. and can Be solved by the recipient cduntry in- * 
creasing its Budget allocations to extension work. Bureaucratic values, 
attitudes and patterns of action are also obstacles which can only be solved 
Sy- the recipient government. 



The critical problem. remains widespread under-investment in 
scientific agricultural research'. Although, rapid payoffs are not necessarily 
to Be expected tfie application of science to agricultural pro51eras will almost 
certainly- lead to eventual improvements. 

5. UrBan Development . ; Due to the pervasive emergence of the 

primate city in Southeast Asia tfie resulting prcBlems of urBan development 
are particularly severe. Technical assistance and research grants should 
Be directed to development of a comprehensive Body of'sociological» political, 
and economic researcB on Row such primate cities come into existence, how 
they grow and Row urb'an services are actually delivered (la&or market infor¬ 
mation, Rousing, ivater, education, health and transportation!. Improvements 
in the deliveryof urBan services to households can only Be Built upon a 
much deeper understanding of what now happens, with the enormous resources 
Being directed at prcivion of ,-rian services. 

The Jasansn;:-Au str alian Connection . Tfie United States should 
maintain a coa tTnuing* close sllisncs with J&ssrc and Australis in "J1 sn 
£§>?P n ,9j. ,. r scQ:^j?sndctipns = 1 and ?2. In 5ui 1 ding this connsction it is 
necessary that ws follow two principles: * 

a* The dperation of the economic policy alliance should be kept 
very quiet and managed largely in Tokyo and Washington or at high levels 
of tae local embassies. 

S'. The objective of this economic policy alliance should Be to 
develop agreed upon positions for the two governments with respect 


to the 
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financial consortia and the positions taken by the executive directors in 
international financial organizations. 

S. Ilanaoement and Adjustment of Foreign Economic Policy in Soutngas 
Once the United States turns its influence to the policy and macrc-economi 
levels of development of Southeast Asian countries the coordination and 
management of policy among the various concerned organizations becomes mud 
more important. Effective coordination and management will require strong* 
staffs of economic officers and capacity to maintain close continuing 
coordination with the international financial organizations and Japan. 
Despite obstacles more attention should Se given to a higher grade of pro* 

.fesstonalisra in personnel dealing with economic matters, more specifically, 
the politico-economics of development. 

Responstht"! tty- for policy determination for both the promotion of 
private investment and financial consortia sfeuid rest with the Secretary 
of State, or his designated representative. Foreign economic policy commits 
should he established for each Southeast Asian country and Taiwan and Korea 
chaired Ey the country desk officers. The State Department country desks 
should Se strengthened by the recruitment and training of general macro- 
economists, agl e to provide detailed analysis of the economic situation in 
each - country, provide coordination with, the international financial organi¬ 
zations, other US-Government agencies, and support the country desk officer 
in his discussions wftS' the Japanese Government. 


Care should Sa taken to establish this procedure slowly as it 
will take considerable time to identify, recruit, transfer the staff. 

6. Communications . Recognizing that we are engaged in a conflict 
of systems a greater effort should be made to inform by word end by 
example the advantages of the free market economy. 
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THE CULTURAL DENOMINATOR IK US-EAST ASIAN RELATIONS* 

A. Introduction 

If the United States is sincere in its oft-repeated assurances that 
it does not intend to withdraw from Asia, any reduction of US military 
power and presence in East Asia should not be accompanied by a decline in 
American interest and activity in other forms, particularly in the educa¬ 
tional and cultural fields. Indeed, the United States should make every 
effort to ensure that it will not “adjust to the new realities of Asia" 
with the same ignorance and lack of empathetic understanding of realities 
as was the case with the old realities when it “intervened" in Southeast 
Asia over two decades ago. The.peoples of the various countries of Asia 
can measure the sincerity of our intentions to remain a responsible power 
in Asia and the Pacific on the basis of how sensitive and sustained is our 
effort to understand the nature, scope and direction of the political, 
cultural, economic and social changes in their part of the world. The 
crucial question facing the United States today is precisely, as 
Stephen Bailey suggests: 

“...Whether we will deal intelligently and humanely with 
the rest of the world, or whether we will bumble and 
stumble from crisis to crisis, perhaps, from crisis to 
disaster,“** 


*Appendix Three. 

**Siephen it. Bailey, Director International Education Project, American 
Council on Education," International Education: An Agenda for Interdependence, 
May S, 1575, 
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He then recommends: 

"If Americans are to understand the impact of present and 
future Internationa! realities upon their own fortunes, 
and upon the fortunes of their fellow human beings around 
the world, and if America is to have both leaders and 
followers capable of dealing effectively-with these com¬ 
plex matters, education for international interdependence 
must receive a new and sustained national priority and 
support." ; 

despite their psychological importance the contnunication, cultural and 
educational elements of our relations and purposes in Asia rarely receive 
the attention they deserve. The American people can avoid stumbling in 
their day to day contacts with the varied peoples of Asia only by expanding 
and deepening their knowledge and understanding of Asia. 

Understanding Asia, however, is- by no means an easy task for Americans. 
There is no other region in the world where so many different cultures and 
people interact than East Asia, Chinese, Indian, Burmese, Thai, Khmer, 
Vietnamese, Malay and Japanese cul .ures all possess distinct characteristics 
of their own and each of these appear more different from each other than 
is true of the cultures in Europe. The European colonial powers and the 
Americans have all had special impact on the political and cultural heritages 
of their former colonies in Asia. 

The East Asian area is marked by a linguistic and religious hetero¬ 
geneity unknown and unparalleled in any other region of the world. Many of 
the languages are "esoteric” and beyond the patience and interest of 
the Americans. Buddhism exists in three forms in Asia: Mahayana, Theravada 
and Tantric. Mahayana Buddhism, for example is dominant in Vietnam and Thera¬ 
vada in Thailand. Tantric Buddhism predominates in Tibet. Hinduism and Islam 
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are both found in India, and Islam is the dominant religion in Pakistan, 
Indonesia, and Malaysia and very strong in Mindanao in the Philippines (where 
Muslims and Christians now fight both a religious and a sectarian war). 

The majority of the Filipinos are Christians. The Japanese have their own 
native religion, Shintoism, which has intermingled to one degree or another 
with Mahayana Buddhism. In China, Confucianism, Buddhism and Taoism have 
all had a part in the development of Chinese culture, Moreover, according 
to some scholars tfarxist-leninist-Maoism has become China's first true 
religion. Every Southeast Asian state, of course, also has- varying forms 
of animism. Finally, there are distinct racial differences and cultural 
variations throughout Asia and between Asians and Westerners whether 
Europeans or Americans. 

All of these factors combine to one degree or another to make Asia and 
“the oriental" seem to the Westerner, particularly tne American, ’’inscrut¬ 
able." The lack'of a common cultural heritage with Asia, the language and 
religious diversity-and the racial differences all contribute, subconsciously 
or consciously, to the general assumption by Americans that somehow the 
United States doesn't or shouldn't have important political and security 
interests- in Asia, most especially southeast and South Asia. What we find 
difficult to understand we tend to block out mentally. 

It is in the American interests- to acquiesce in a situation in which 
public perceptions of Asia, among Americans, and the picture of America in 
the eyes of many Asians, now tend to create chasms- rather than Bridges? 
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While physical distance is being made less important, cultural and 
political distances tend, paradoxically,to increase through haphazard and 
ill-prepared contact. Bridges over the cultural chasms that separate Asia 
and the US demand an active and purposeful effort to expand upon current 
cultural and educational exchange programs with Asia and to open new ones 
with a different focus toward learning more about Asia as well as inform!no 
about America, 

Understanding and appreciating Asian culture in order to help Asians 
cope with the changes transforming their societies through Both pu&lic and 
private institutions requires greater involvement with Asians . Americans 
can judge the relevance or irrelevance of their own political, social and 
economic processes to the development needs of Asia only by studying Asian 
political and social cultures. 

This- approach runs against the grain of much of the current conventional 
wisdom about involvement in Asia—if the current contraction in Asian 
studies programs in American universities is any-indication. The refrain 
is familiar enough: our-priori ties are in Europe and Latin America--and 
more recently, the Middle East. Asia should be left for Asians. He can't 
understand them anyway. Our politics and social processes are irrelevant 
to traditional patterns of’oriental authoritarianism. Maybe communism can 
provide better answers for them. Such conventional wisdom is nothing less 
than escapism. 




For better or worse the United States cannot retire or retrench from 
active involvement in one form or another inmost areas of the world. 

Sven as we seek a stable equilibrium in the balance of power with our 
adversaries we must also Strive for “equilibrium" and balance in the 
nature of our foreign policy objectives and actions throughout the world. 
Moreover, we need to understand how "involvement" in varying forms in 
different areas of the world reinforces differing efforts and purposes 
in other areas, for example, emphasis on a substantial military and 
political presence in Europe and Northeast Asia in order to maintain the 
balance of power between the US-US5R and th® PRC can be accompanied by 
increased emphasis on cultural activities in these key areas and throughou 
important regions of the Third World such as South and Southeast Asia, 

To the degree that these activities result in a creative and cooperative 
relationship with the nations of the Third World they will, in turn, 
strengthen our overall position with our major adversaries and allies. 

Finally, the soc. - development of our own society may benefit from 
better understand!ng of social and political development problems of Asia. 




8, The Current Mature and Scope of l ! 5 tast-Asi'an Cultural Relations 
The United States already has significant educational/cultural 
relations with certain states in fast Asia on which it can build for 
the future. At the same time these relations represent considerable 
advantages over both the Soviets and Chinese on which we should capitalize 
Our primary advantages lie in the education field. The majority 
of Asians seeking advanced degrees in medicine, social sciences, education 
and economics come to the United States for their graduate work. There 
are probably more Asians studying at all levels in the United States 
than in all other countries combined. Many of these people return to 
their countries and eventually achieve positions of significant influence 
therein. The October 1S73 student uprising in Thailand is a spectacular 
case in point. American trained professors and students played leading 
roles in preparing the political and psychological climate in which they 
and other Thai students, academics, small businessmen and even soldiers 
operated toward the overthrow of the Thai military dictatorship. They 
adopted as the slogan of their '‘revolution" the words, "of the people, 
by the people, and for the people." 

In addition, many American universities retain direct ties with 
Asian universities, particularly in Japan, Korea, the Philippines and 
Thailand. The Asian, Ford and Rockefeller Foundations have programs 
throughout non-Coraiunist Asia. The university and foundation links are, 
perhaps, more important today than ever. These institutions in their 


own small way possess, as doss the Peace Corps, the creative and credible^,- 
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sense of purpose which so many Asians find lacking in the official {2 
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American Government policy and actions throughout the region. In this 
sense the university and foundation links and programs can serve as 
models on which to base the development of a more congenial "presence" 
in Asia. 


The United States' strongest historical cultural and political links 
to Southeast Asia are with the Philippines. The "special relationship" 
with the Philippines is experiencing more stress and change today than 
ever before. To the degree that these changes result in a stronger 
Philippine image as a state in control of its own destiny but not hostile 
toward the United States, the current changes in our relationship are all 
to the good. The United States, however, stands to lose a great deal 
if these changes assume a rejection-oriented character against us that 
ultimately destroys our psychological and cultural links with the 
Philippines. 

For the past twenty-five years the United States has also had a 
special relationship with Thailand. This relationship is also under 
great strain, nevertheless, the U.S. should have a special interest in 
the current Thai effort to develop a constitutional, representative 
political process and actively seek, if the Thai so desire, to help them 
succeed in their efforts. 


It is important for us to recognize that much of the recent 
increase in public anti-American sentiment in both the Philippines and 
Thailand arises not because these countries (or others) fear a U.S. 
threat to their security. For all of its mistakes in Indochina the 
United States is not really regarded by most serious Asian leaders andtTToTt 



of a bumbling, but basically well-meaning giant. Asians criticize us because 
our national policies and actions seem to lack the sense of direction and 
purpose they expect a great power to have. Moreover, the often expedient 
nature of some US actions seem to run counter to the American character 
r and cultural and political traditions which Asian students begin to under¬ 
stand and often draw inspiration from when they study in the United States. 
They attack our moral and political hypocrisy more than any perceived, 
intended American threat to their own country's national security. They 
also come to resent the essentially one-way nature of their relationship with 
Americans. We talk and teach and they listen to—or tolerate—the talk with 

little hope that we will ever be interested in their perspective on the prob- 
r 

v. leras they face or the long range hopes they entertain. 

The long US involvement in the affairs of South Korea and the US occu¬ 
pation of Japan have had significant cultural impact on the peoples of both 
these dynamic nations. In many respects Japan has become more like a Western 
society than one of the cast. This is particularly true in its universities 
in both science and engineering. Japan's ethnic homogeneity and social 
discipline, however, stand in sharp contrast to those of most Western 
countries, and tend to lessen US/Kestern influence on the structure of 
Japanese society. Paradoxically, Japan is externally now more like a Western 
industrialized country' than any of its Asian neighbors but internally more 
unique because it is more impenetrable psychologically. 



C. The Mature and Purpose of Future American-East Asian Cultural 


Educational Relations . . . 

Many of America’s recent political, military and economic/social 
development failures in Asia demonstrate the bankruptcy of programs not 
attuned to Asian values, attitudes and pattern of action and blind to the 
realities of Asian life. Individuals and governments of the Asian countries 
must recognize their own contributions to so-called “American failure." 

Too many of our "colleagues 1 * in Asia chose to stand aside and let Americans 
make development decisions and carry out what became their pet projects even 
when, for example, Koreans, Thais or Indonesians knew the American decisions 
were inappropriate in their cultural milieu. Oftentimes these Asians 
• deferred to the American advisors out of courtesy and because they had no 
alternatives themselves. Sometimes they deliberately deceived the naive 
"foreigner.'' And while accepting his material assistance for their own 
political or personal purposes, undermined any programs that would really 
alter the structure and processes of their society in ways that would make 
achievement of development project goals possible. It's hard to expect the 
elite who benefit from the system to make any basic changes- in it. 

These failures-, however, do not suggest that Western or American know¬ 
ledge end expertise, and even political, social and economic concepts are 
irrelevant to the real needs of Asia. These concepts and values are going 
to have their impact in any case and we should study this impact carefully. 



Americans I virig jri nsra snouio question, its ten anu question some 
more. If the beginning of any solution to a problem is an understanding: 
the problem at hand, then it behooves Americans and the many people of Ai 
to study the problems together . If the American questions more than ex¬ 
plains and the Asian responds honestly—even to admitting that he hirasell 
may not understand the whys and’wherefores of a given practice or problen 
progress and mutually beneficial collaboration would be easier to attain.; 
The specific nature and focus of the new American efforts with the people 
of Asia to understand their culture would include: 

1. Delineation of the discontinuities that arfse between old and 
new social, political, economic and cultural patterns—the fallout of the; 
cultural collisions now talcing place. 

2. Identification of the differing directions of value change in 
the societies and civilizations in Asia. 

.3. Study and analysts-of how specific traditional cultural, politic 
administrative values and patterns of action affect implementation of spec 
development projects. 

A. Study of the art, literature, music and religions of Asia. Thes 
are all too little understood and appreciated in the United States—inceed 
some "modern' 1 Asians too easily deprecate their own people's work in their 
search' for a more IKestern identity. 

5. Study of Asian languages. Without adequate numbers of Americans; 
with facility in Asian languages, Americans will never achieve an adequate 









and helpful understanding of and empathy for the people of Asia, their hopes 
and their problems, tier will Americans Be able to understand the political 
and social realities of Asian countries without knowing their languages. 
Every US Mission in Asia should have a certain required number of language 
officers in each of its various sections. 

In terms of 1, 2 and 3 above, Thailand currently offers Americans a 
particularly significant case study of cultures in collision and an attempt 
By a priviTiged elite to cope with, and respond to the demands of their own 
children and scae elements- of the general population for reform of an 
authoritarian structure and process. 

The magnitude and rata of the cultural interaction that has led to the 
current state of affairs in Thailand is beginning to take on serious pro¬ 
portions. In attempting to explain what is- happening in her country, 

Mrs. Amphora Hisuk, Director Ssneral Of the Education Techniques Department, 
Ministry of Education of Thailand, highlights the importance of cultural and 
educational relations and of the necessity- for carefully studying all aspects 
of their impact: 


"Because of the recent world-wide expansion of 
mass-communications and internationally homogeneous 
school and economic systems urban elite in most 
countries adopt, at least on the surface, western 
materialistic values, whilst in the rural areas 
traditional cultural values still hold away. 

This collision, caused by the dualistic or mylti- 
plistic nature of most developing societies is 
particularly significant in Thailand where the 
values of an old and wail established national 
culture are often in conflict with those of modern 
democratic technological societies." 



Thailand, in addition, has sent large numbers of its high school ar 

college level students to the United States,* England and Australia to s 

Many of these students are now political activists and party members pus 

for even faster socio-political and economic reform. Student activism i 

Thailand is definitely undermining the traditional Thai hierarchical valj 

system. Mrs. Amphorn observes, 1 

"There is little dialogue between those in high 
hierarchical positions and their social inferiors, 
but instead those of lower rank are expected to 
listen to, agree with and support those of higher 
rank. Increasingly this tradition is producing 
tension for both Western education' and Western 
democratic ideals are spreading rapidly." 

The tension and conflict transfer directly to the political sphere 
where the frustrations of the young and educated come face to face with 
the "inherent inconsistency between a hierarchical social structure, an< 
democratic ideals." These young, articulate, educated Thai want to play 
an active role in developing their country.’ The existing system offers 
tSsm Itttle opportunity. Mrs. Amohorn concludes, 

“There is thus a tendency for many of these people 
to reject all that is Thai, and to place all their 
faith on the adoption of some external socio¬ 
political model.” 

Testimony to the truth of this last observation is the large number 
of former student activists, current student leaders and young academics 
who associate themselves closely to the New Force Party, the Socialist 
Party of Thailand or other far more radical leftist groups and refuse 


'Currently some 15-20,000 Thai are studying in the United States. 







to cooperate directly in any coalition government because they refuse to 
associate with the remnants of a political system they rebelled against 
in October 1973. 

The effect and modernisation of other Asian countries is not dissimilar 
to the upheave !5 introduced into Thailand which Mrs. Amphorn describes so 
well. Consequently, Thai success or failure in the restructuring of -its 
political system will be instructive to other developing countries. There 
is little or nothing Americans can or should do directly to advise the Thai 
or any other Asian country on how to develop their political processes, but 
Americans can certainly try to cooperate with the peoples of Asia in under¬ 
standing the dynamics and direction of the changes now underway. It is 
possible that through their questioning Americans could even broaden Asian 
and American perspectives on what is happening and why. In this sense the 
foreigner helps simply by asking questions. The Asians in answering the 
questions then define the problems or explain in their own terms why some 
change is working as it is. 

The Need for Two-Wav Flow 

Information and advice originating in the United States flows abroad 
in torrents. The flow of information and perspective from Asia to the 
United States is a mere trickle in comparisgn. This imbalance causes dis¬ 
comfort, irritation and even alarm that is not conducive to long-term 
Asian-Anerican understanding and cooperation. 

The United States needs more vigorous two-way relationships with 
Asia. Asians want our know-how and modernity. 5ut Americans might now 




experiences of Asian peoples and from practicing more reticence when it 
comes to talking and teaching. Asians would'notice and welcome this po 
as a signal of a new less presumptious American approach toward Asia. 

The cultural variety of Asia might come to the United States in a 
of forms including the academic, the archeological and the living arts.: 
The Aspen Institute has developed a proposal suggesting what some of thi 
methods might he. For example, the Peoples’ Republic of China recently: 
lent an exhibition of important archaeological finds to museums in Euro;: 
and Month America. This travelling exhibition of China's extraordinary 
artistic tradition and its national pride in its distinctive heritage ha 
a public effect beyond calculation. New York's Asia Society, Boston’s : 
Museum of fine Arts, the Metropolitan Museum in New York, the Los Angels 
County Museum, the Seattle Art Museum , the fie Ison-Atkins Gallery in Kans: 
City and many other museums have borrowed visual arts collections for 
exhibitions over the last 13 years from China, Japan, Korea, Thailand, 
Afghanistan and Indonesia. In all, perhaps the Asia Society's Asia Housi 
Gallery has been most active in bringing masterpieces from Asia for exhii 
in the United States, through its program of loan-exhibitions Cexhibitioi 
shared in the past with twenty-three American museums in twenty-two citie 
These activities show the potential to be found in already existing insti 
tutions such as museums in the United States and abroad as instruments fc 
broadening of knowledge and appreciation. 
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The Aspen Institute proposal points out, however, that there remain 
very rich collections of unique Asian art in Asian museums which have never 
been represented in exhibitions for the American public. Opportunities 
exist for showing of representative objects from the collections of the 
Prince of Kales Museum in Bombay, India; the Pa’a sculpture of the Dacca, 
Bangladesh Museum; the Mandalay 'royal regalia, returned by the British 
Museum to the national Museum in Rangoon, Burma, and representing the sump¬ 
tuary objects of the monarchs of Surma; the early Buddhist sculpture from 
the national Museum in Mew Delhi, India; Japanese ceremonial textiles from 
various private and public collections in Japan; Cham sculpture from collec¬ 
tions of early Vietnam art in the Da hang Museum in South Vietnam; collec¬ 
tions of Burmese gilt and lacquer, Tfieravada Buddhist religious manuscripts 
such as are held in the col lections of the British Museum, London; traditional 
paintings and ceramics from the collections of the Peoples 1 Republic of 
China; sculptured jades from the Palace Museum collections in Taipei, Taiwan; 
recently discovered Korean excavation material from the Korean National 
Museum in the Duk-Soo Palace, Seoul, and others. 

The study of Asia's cultures should not, obviously, be limited to the 
past and the "heritage," as it fs manifested in the art and artifacts of Asia. 
We study the heritage only to understand the way in which jt has affected 
the present Asian cultures and their values, attitudes and patterns of action. 
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We also need to understand the ideas and ideologies of Asia. Confucianism 
and Maoism, for example, are equally worthy of Study. Indeed, special 
consideration should be given to the various "political cultures” of 
Asian nations and their impact on or manifestation in today's emerging 
political systems and processes. 

Special Resources 

There exist in the United States extensive resources, doth human and 
physical, of cultural and educational value to bring to any of the fore¬ 
going media—resources which have remained greatly under-utilited in the 
past. 
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Among these-are the collections of Asian art in such great repositories 
as 3cston's Museum of fine Arts; the Cleveland Art Museum; the Freer 
Gallery in Washington, D.C.; the Nelson Gallery in Kansas City, Missouri; 
the Cos Angeies County Museum of Art and the De Young Museum's Brundage 
Collection in San Francisco, and the Seattle Art Museum in Seattle, Washington, 
Special exhibitions such as those of the Asia House Gallery in New York, 
the Newark (II. J.1 Art Museum, and others could also provide visual materials 
of the highest caliber. (NBC's "TODAY" Show, for instance, has already giver, 
over major segments of its time to a variety of showings of Asian art, from 
Japanese screens to Indian miniature paintings, such as those Borrowed for 
television from Asra House Gallery exhibitions.I 

The Performing Arts of Asia—in music, dance and theatre—are also 
a rich mins of visually rewarding experiences, congenial to film, television 
and recording activities. Outstanding Asian troupes, such as those toured 
before deters of US campus audiences by the Asia Society, periodically visit 




the United States from all of Asia's major culture-systems and could, in 
the process, leave behind important teaching materials for virtually every 
level of education in this country, 

Much more also needs to be done to make the living arts of America 
available to the discerning publics of Asia. The trip of the Philadelphia 
Orchestra to China in 1973 and the 1974 Martha Graham Dance Troupe visits 
to many countries in Asia both presented a picture of the United States of 
unusual beauty and creativity. Unfortunately, lack of funds make such 
spectacular events all too rare. 

The private foundations and associations such as the Asia Society 
obviously make commendable contributions toward better understanding of 
Asia by Americans. They want to do more but are limited by lack of sufficient 
funds. There must be greater effort on the part of the US Government to 
complement the work of private institutions through grant assistance to pri¬ 
vate programs. Such grants, however, should not in any way compromise the 
great flexibility the private institutions now have in using their resources 
with sensitivity and precision. 
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0, Policy Recommendation s 

1. The O.S. Government in cooperation with the U.$. Congress should 
consider carefully the proposal of the Aspen Institute for Humanistic 
Studies, which its President, Mr. J.E. Slater, outlined in some detail in a 
2 Kay 1S75 letter to Mr. John Richardson, Assistant Secretary for Educational 
and Cultural Affairs. Congress should then! 

(a) create a special fund to support the initiation and expansion 
of cultural, educational and humanistic studies and activities in appropriate 
American institutions concerned with Asia. The NDEA Title VI and Title IV 


programs for support of Asian area studies and languages need to be 
expanded not contracted, if we are in fact living in an increasingly 
interdependent world and need therefor to know more about the various 
political, cultural and social values, attitudes and patterns of action of 
Asia. There should be incentives for young American students and scholars 
who seek to prepare themselves for careers concerned with Asia; and, 

(b) increase its annual support of the National Endcwnment for the 
Arts and Humanities so as to enable American artists to present their work 


and performances abroad. 

the 

2 . The U.S. Foreign Service in cooperation with/U.S. AID mission, should 
initiate on its own a new program with high emphasis on the study of Asian 
countries' culture, history, social and political structures and processes 
within each U.S. Mission , and in cooperation with Asian universities . 

Included would be inter-regional programs to bring together Asian schola^S'Tj;,- 
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for seminars and workshops in all the countries of the region. This /’■' 
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program would utilize primarily seminar and workshop techniques and foc'uj^ 

also on the impact of development programs on traditional cultural values 

and attitudes and vice versa. At the very least the Department of State, 

AID and US IA snou'd shoe's tret area studies fc~ personnel being 
assigned to East Asia and the Pacific area! • • 
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3. The State Department and the Department of Defense should 
not curtail their Asian language training programs in the wake of 
Vietnam. Chinese and Japanese language study programs probably do not 
face cutbacks but there may be a tendency toward less emphasis and 
support for Southeast and South Asian language study. Every effort 
should be made instead to expand and maintain these programs, improve 
their quality and develop stricter requirements for increased numbers 
of language officers in li.S. missions in these areas. The Executive 
Sranch (State, HEK, NSE, D00) should assure that the l nter-Universify 
Language Centers in Tokyo and Taipei, which are the principal source 
of non-government language expertise in Chinese and Japanese,are not 
forced to close for lack or steady, stable financial supocri. 


4 . :h.e Cultural A ^ f a era Gereau of the State Department alreadv intends 
to provide new support for a variety of projects that will attempt to respond 
to the need for greater understanding of Asia in the United States, including: 

—expanded placement of Asian scholars of Asian Studies 
an American college campuses; 

—an annual sunnier seminar on Southeast Asia for Asian Studies 
teachers from smaller, less well-staffed American colleges, 
the seminar to include travel in Southeast Asia; 


■-consultation and observation trips to East Asia by small 
groups of distinguished American specialists (The emphasis 
would be on listening and learning rather than on teaching 
and talking.); 


-expanded use of international visitors from East Asia 
(State Department invitees) as speakers on their country 
and region during their observation trips to the United 
States; introduction of a new "Asia Today" visiting 
lecturers program for carefully selected Asian leaders; 


■-seed money for a 


S”V programs on Southeast Asia 



series of 
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— increased grants for American post-doctoral students 
and younger scholars to carry out research in East Asia; 

—more non-degree, academic study'and on^the-job experience 
for Asian professionals in such fields as law, urban 
studies, educational administration, environmental 
protection; 

—American Journalist-in-Residence program involving non¬ 
degree area study in Japan, Singapore and Australia for 
mid-career American journalists specializing in foreign 
affairs, these grants to include study and travel in the 
surrounding regions. 

Effective implementation of these projects requires that the 
State Department and 0KB agree to approach Congress for funds to expand 
the Cl! prog "am. 

CONCLUSION 

In sum, expansion and refocus of U*$. cultural and educational 
relations with the states of East Asia in the manner suggested here, if am 
as we diminish our military presence, will; 

1. Greatly improve both American and Asian understanding of the 
emerging realities of Asian life and politics and the direction 
of value and political/economic changes therein; 

2. Provide the cultural underpinning for more effective 
technological, economic and political discourse across the 
Pacific as it deepens mutual appreciation of each other's 
human values; 

3. Identify new ways in which American experience and development 
assistance can be more effective and relevant to Asian needs 

/C™\ 


:han has 'been the case in the past; and, 
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4. As a result of all of these achieve considerable creative 
political impact throughout Asia. These cultural and 
educational activities represent some of the creative purpose 
our foreign policy so badly needs. 

This said, however, it is imperative that the United States not 
attempt to develop or use its cultural relations with East Asia 
primarily for political purposes. Favorable spin-off in our political 
relations with the nations of East Asia will come in due course if the 
United States succeeds in achieving the educational and cultural 
purposes and objectives of its educational and cultural programs in 
the region. 
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JAPAN AND THE STRUCTURE OF PEACE IN ASIA* 


I. INTRODUCTION 

"Hie success of the American effort to retrench and readjust its 
role and posture in Asia while protecting American security interests 
In the Pacific-Asian area depends very much on the US-Japan relationship. 
The assumption underlying our current effort to develop a dynamic 
regional equilibrium is that Japan is willing and able to play a positive 
role as one of the four powers in the area in cooperation with the United 
States. 

Japan, however, is not and cannot be a great power in the traditional j 
sense since its military power is minimal and likely to remain relatively 
limited for the foreseeable future, and its political influence derives 
from an extremely potent but vulnerable economic system. Nevertheless, 

Japan remains vital to US interests since it can tip the balance of 
power in Asia either for or against us. • 

C 


Today, Japan finds itself approaching a set of decisions 
•that as a nation it does not appear ready or able to face up to’: the Sino- 
Soviet dispute, the oil crises and resultant demonstrations of the nature 
and scope of Japanese resource- vulnerability and the effect upon Japan's 
future policy planning of American readjustment in Asia. 

To a degree extraordinary for a country of its importance, Japan 
since the end of World War II has conducted international relations 
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without a foreign policy backed by independent military and political 
power. Secure in their alliance with America, the Japanese have been 
able to finesse questions'of security and power politics and to concentrate 
instead on a foreign policy geared in large part to enlarging overseas 
contacts for the purpose of maximizing economic well-being, ~ ~ .L. 


As a non-military economic superpower, Japan is perhaps more attuned 
to the necessities of international peace and trade {and even ecology) than 
any other nation. "Interdependence" for Japan is not a mere catchword, 
but Inescapable reality. The Japanese cannot entertain any hope that they 
can somehow decrease their dependence on other countries in the way that 
the Iowa farmer and the election-seeking isolationist US Congressman might 
do. For Japan, many of the fundamental assumptions of the irwnediate post¬ 
war era are no longer tenable today. The country is faced with increasing 
pressures to contribute more positively to'the well-being of its Asian 
neighbors and thereby to the political stability of the Pacific region. 

It Is also under pressure to move away from the passive, reactive posture 
that has sustained it so far. There is, however, considerable inertia and 
resistance to seeking a more , dynamic role. Japanese leaders realize 
- that Japan must for its own long range interests play a more active economic 
and political role in Asia, but are inclined to proceed cautiously lest a 
drastic shift in its posture produce serious destabilizing effects both 
domestically and internationally. 

The nature and degree of any basic change in the Japanese "role" ,, 
in Asia could begin with and be profoundly influenced by the nature and t? 
scope of changes in the US-Japanese alliance. Changes that'loosen this \~ 
relationship or raise questions about its credibility can upset the power 
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equilibrium in Northeast Asia. It is important, therefore, to understand 
exactly what the current nature of the US-Japanese relationship is. 

II. NATURE AND SCOPE Of THE US-JAPANESE AUIANCE—THE MUTUAL SECURITY 
TREATY AND US MILITARY PRESENCE IN JAPAN AND ASIA 
A. The Treaty Commitment 

The formal basis for the US-Japan alliance is the US-Japan 

Hutua I Security Treaty, which was drawn up and ratified by both countries 

in 1S52 and revised in 1360 as the current Treaty of Mutual Cooperation 

and Security. Through this treaty Japan reentered the international and 

political order backed by a US security commitment to and on behalf af 

Japan. Under this treaty each party agreed: 

"An armed attack against either party in the territories 
under the administration of Japan would be dangerous to 
its own peace and safety and declares that it would act 
to meet the common danger in accordance with its 
constitutional provisions and processes," 

Japan, under Article VI of the treaty, grants to US land, air and 
naval forces the use of Japanese facilities' and territory, "for the 
purpose of contributing to the security of Jaaan and the maintenance of 
international peace and security in the Ear East .” The treaty requires 
prior consultation with the Government af Japan before the US may conduct 
military operations in areas "other than those in the defense of the territory 
under the administration of Japan." The treaty does not permit automatic 
US use of Japanese bases in the event of another Korean conflict. The 
facilities, nevertheless, do provide the US with the ability to maintain 
its commitments, at present, to both the Republic of Korea and the Republic 
of China. 

The Sato-liixon Communique of 1362 provided a broader interprets?! 
of the 1360 treaty in that this wes the first official Japanese Government^ 
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statement which publicly acknowledged that the security of Japan was 
related to the peace and security of the Far East and was directly 
related to the ability of the United States to carry out its obligations 
with regard to other countries in the Far East. President Ford and 
Prime Minister Mikf reaffinned these basic principles and corrmon interests 
during their August 5*6, 1975 meetings in Washington. Moreover, the Kiki 
Administration since its advent in December 1974 has sought to place the 
US-Japan security relationship on a more equal basis. 

Prime Minister Mikf just prior to his 1975 visit to the US enunciated 
"Four Principles of Defense Cooperation with the US." These principles 
are: 

1. That no new rights will be obtained or assumed by the Japanese 
Government in its defense cooperation with the US; 

2, That civilian control over defense cooperation will be strictly 
adhered to; 

3, That the Japanese constitutional restrictions will be adhered 
to; and 

4. That, as possible, deliberations on defense cooperation will be 
given a public airing. At the same time Miki's Defense Minister 
has been more outspoken than any of his predecessors regarding 
the need for more public recognition and discussion of Japan's 
defense posture. 
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E. The Military Facilities 

US-operated military facilities in Japan are many and varied. 

They include: 

1. Naval repair facilities, including the largest drydock 
accomodations west of Pearl Harbor under US control. These facilities 
enhance the operating capacity of the 7th Fleet for air and sea lane sur¬ 
veillance protection. 

2. Air facilities on Japanese soil which support both logistical 
and surveillance operations throughout the region. Access to these air 
bases is important to the US."forward basing" strategy and are therefore 
linked to Japan’s security. 

3. Naval and army supply depots in Japan which are desired 

for. the support of on-going and contingency operations throughout the region. 

4. Comuni cation facilities in Japan which are linked into the 
US global facilities for security operations. 

5. Basing facilities on Okinawa for a US Marine Corps division 
to enhance the US capacity to project its power through their rapid deploy¬ 
ment in the region. 

III. JAPAN'S SECURITY INTERESTS 

A. The Need for an expanded Security Policy 

Japanese security has three aspects: 

1. Secure trade routes and access to raw materials; 

2. Discouragement of conflict in the islands and peninsulas 
close to Japanese territory; and 

3. Deterrence of strategic threats or pressure to the metro¬ 
politan territory'of Japan itself. 




What nation(s) threaten these interests? How? Isn't the Japanese- 
American alliance still a viable and credible security shield for Japan? 
The answer to the first two questions in terms of much current conven¬ 
tional wisdom in Japan and elsewhere is: Nobody really threatens Japan 
in any way. In fact, Japan as the first non-military superpower serves 
as an example for the other great powers. There is little or no like¬ 
lihood of a global war. In a world of interdependence among many leading 
countries conventional security policies and instruments are no longer 
productive. In a nuclear era war is irrational in any case. With these 
arguments in mind, the answer to the third question would seem to be 
yes--and therefore, Japan does not really need to develop an expanded 
security posture. Detente reinforces these arguments. 

Detente, which has resulted in expanded contact between the 
United States and the USSR and PRC, limited movements toward strategic 
arms limitations, and some lessening of tension, appears to have enhanced 
short terms prospects for peace and certainly altered former alliance 
systems and strategies. 

Reality does not, however, seem so reassuring. Many observers argue 
that today's detente is a fragile situation at best, and that altering the 
strategies of the cold war does not imply the total elimination of force in 
international affairs, most especially on the part of the Soviet Union and 
China, although the crucial determining factor is credible potential force 
rather than its actual exercise. The Korean imbroglio and the Vietnamese 
war illustrate the complexity of the Asian situation. Middle-rank communis 1 


and nan-communist states have both the military end political capacities tc 


initiate violent conflict under circumstances that the great powers can 
neither fully control nor totally ignore. The outcome of the Vietnamese 



war, In fact, confirms the utility of communist revolutionary war. Regional 
conflicts will persist, detente notwithstanding, and in view of the 
preeminent economic end seemingly inevitable political commitments of Japan 
tn the Pacific Basin, aloofness from active participation for the indefinite 
future will improve increasingly difficult. Because of the implicit national 
ist orientation of the current trend in international affairs, Japan itself 
will increasingly define its specific national interests and adopt policies 
appropriate to their attainment. 

Three decades uf political and military conflict between communist 
states and movements and non-communist states and groups in Asia have 
generated profound political and ideological differences that will continue 
as potential causes of conflict. At the same time, the Sino-Soviet split 
has made the Sino-Soviet Treaty of Friendship and Alliance largely an 
anachronism. The indeterminaney of an increasingly pluralist world, 
phenomenal Japanese economic growth, and the more nationalistic orientation 
of American policy have, in turn, affected the nature of the US-Japanese 
relationship. 

B- Military/Political 

Since the signing of the 1952 US-Japanese peace treaty, Japan has 
defined its security interests almost solely in terms of the defense of 
the territorial and political .security of the Japanese home islands,and the 
US-Japan Treaty has served as the principle guarantor of that security. 
Article IX of the Japanese Constitution has been interpreted by the 
Japanese courts as forbidding the establishment of any kind of "offensive- 
oriented" military force. Public opinion, the media and most political 
leaders support this view. The Japanese have developed a token self-defense 
corps designed to withstand a conventional invasion of the homeland for 
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brief period, Within this period of time, the Japanese expect the United 
States to reinforce Japan under the terms of the US-Japan Mutual Security 
Treaty, 

Japan has, in fact, placed its national security almost entirely 
in the hands of the United States. More accurately put. the United States 
has Itself assumed responsibility for the security of Japan, 
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adjusted to these conditions, they have been more than willing to continue 
to abide by them. This willingness is reinforced by Japanese perceptions 
of themselves es being, extremely vulnerable, not only militarily but 
economically as well. 

Japan's strategic policy is one dimension of Japansse-American 

relations. Since IMS, under a-virtually unbroken succession of conservative 
interests 

Japanese governments, Japan's security/have been assumed to be identical 
with those of the United States. Close and extensive bilateral economic 
and political relations have reinforced this view which has persisted 
despite sharp internal political divisions on defense issues and the 
Shrill anti-American campaigns of the Japanese left. The parliamentary^--r~-^ 


confrontation between the dominant pro-US conservatives and the leftist 
political opposition has until recently tended to narrow the foreign 
policy debate in Japan almost exclusively to an essentially irrelevant 
ideological quarrel centering on relations-with the United States, Of 
particular concern is the provision in the security treaty that obliges 
Japan to furnish bases to support US commitments to maintain peace and 
stability, beyond Japan itself, in the Far Fast. On the other hand, 
the withdrawal of US military forces from the Southeast Asian mainland 
and concern that US military presence in Korea may be terminated have 
begun to have a sobering effect. 

The Nixon Doctrine and the monetary,trade, and resource 
crises have devastated the international economic system in the last few 
years. These events have brought about significant changes in Japanese 
attitudes toward the US-Japanese relationship. Secure trade routes and 
access to raw materials have become priority considerations in Japan's 
foreign policy formulation. Nevertheless, .Japan's security interests 
still relate directly to the continued viability and credibility of the 
alliance with the United States and the credibility of.the American nuclear 
shield. The credibility and viability of this alliance is, in turn, 
affected by evidence of the capacity and willingness of the United States 
to stand by its commitments elsewhere in Asia—most especially in South 
Korea. 

Japan's primary security interest in Korea is the prevention of a war 
which might directly involve Japan. The conservatives who have ruled post¬ 
war Japan have consistently linked Japan's security with that of South Korea. 

The United States in its security treaty with South Korea has committed it¬ 
self to preventing or resisting military aggression against South Korea from 
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any source. The credibility and viability of the US security ccrnrsitment 
to Japan therefore is heavily dependent upon the continued effectiveness 
of the US-South Korean alliance. 

Beyond this priority security interest. Japan also has general securi 
interests elsewhere in Asia which currently run parallel to those of the 
United States. The key variables in the overall nature and status of 
Japanese security interests in Asia and the Pacific are a function of 
the intentions and capacities of the other potentially hostile powers 
active in the region: the PRC, USSR, North Korea, and perhaps Vietnam. 

1. Korea 

a. Status Quo . For the immediate future Japan's security 
is best served by a maintenance of the peaceful status auo in Korea; i.e., 
a divided Korea and a situation in whichever time,the two Korean govern¬ 
ments resume their dialogue toward a peaceful solution of the problem of 
reunification. This "status guo" is viable as long as the USSR, PRC and 
the US ell agree that none of them can risk letting either Korean govern¬ 
ment resort to the use of force to unify the Korean Peninsula. Peace in 
Korea depends upon the belief of each major power that aggression by either 
Korean government will involve the allies of the other and therefore'no 
"local civil war' 1 is possible. In this situation the credibility of the 
South Koreaa-US alliance remains intact and so does Japanese reliance on 
the US for protection of its vital security needs. 

Japanese interests in Korea, however, have begun to widen to include 
Korea as a whole. The status guo must eventually begin to break toward 
a peaceful resolution of the unification issue and thereby a reduction of 
tension in the area. The Japanese may begin to exercise more initiative 
in this direction by trying to persuade the two Koreas to resume their /A? 
dialogue with each ether. The is 5 * 0 :'!'* nntpent® with such initiatives'-' 
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b. War , If war breaks out in Korea because of overt aggression 
by the North against the South, the Japanese Government may decide to 
support the United States reaction thereto by permitting US utilization 
of Japanese bases to support US activities in Korea. However, it is 
certain to face sor% adverse public opinion and the powerful resistance 
of the combined opposition parties. This resistance would steadily 
increase if the defense of South Korea becomes a long, drawn-out affair. 
Even if the Japanese Government initially supported a US response to 
North Korean aggression it would not be able to sustain that support in 
the face of steadily increasing domestic unrest. A long, drawn-out 
conflict would be destabilizing even beyond Northeast Asia. What will be 
needed if the North does attack is a quick rebuff accompanied by sharp 
punishment. Secretary of Defense Schlesinger, during his visit to South 
Korea in late August, left little doubt that such a response is precisely 
what the North Koreans could expect. 



c. Unified Korea . A unified Korea under communist control would 
be regarded by many Japanese as a security threat and would have a major 
impact on the Japanese economy since present trade relations will A C'. 
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undergo sharp readjustments. A non-ccmmunist united Korea would not pose 
a threat singly because, acting alone, ft could not threaten Japan while 
the United States and Japan remain allied. Moreover, a non-communist state 
would probably want to maintain the present mutually-beneficial economic 
relationship with Japan, 

While a unified communist Korea could be a threat to Japanese 
security, the circumstances of unification affect to some degree the 
seriousness of the threat. A unified communist Korea that resulted from peace¬ 
ful agreement between the two governments and was willingly accepted by 
the overwhelming majority of the Korean people would not seem as directly 
affecting Japanese security, although it would most likely &e detrimental 
to Japanese short-term economic interests in the South. Peaceful unifi¬ 
cation of Korea under a communist government though highly unlikely would 
not compromise the credibility of the American commitment to Japan as would 
be the case were the US to fail to respond to cormnunist military aggression 
in Korea, nevertheless, Japanese security could be threatened were the 
PRC and USSR to engage in increased competition for favor or alliance with 
a unified Korea. The overall power balance in Northeast Asia would be upset 
and the pressure for even closer US-Japanese cooperation and perhaps Japanese 
rearmament would increase. The United States would certainly be concerned 
about which way Japan would begin to lean in the face of this additional 
communist success on the rim of mainland Asia, 

d. Withdrawal of !JS Military Power . A precipitious unilateral with¬ 
drawal of all us military power from South Korea prior to a peaceful settle¬ 
ment of the Korean War and reunification would seriously destabilize the 


situation in Korea and 
its treaty commitments. 


idietely raise Questions of US intentions regarding 

:srs would be no wav to seoarate the credibilitv^Tc'A\ 
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problem wJth Korea from that with Japan. Again, the Political-military 
balance would be upset and Japan would face decisions regarding its 
security, including the feasibility of rearmament. The domestic debate 
over this issue would itself be seriously destabilizing for Japan, On the 
other hand, a gradual, phased US withdrawal which leaves South Korea with 
a credible defense capability of its own will, of course, be less 
destabil izinc, 

2. Taiwan . Japanese security interests in Taiwan are not nearly as 
pressing as those in Korea- Peaceful reunification with the mainland 
would pose no security problem for Japan, although it could adversely 
affect Japanese economic interests in the short term. The timing and 
manner in which the US hcnorsor disposes of its security obligations to 
Taiwan could, however, if hasty and "expedient," have an adverse psycho¬ 
logical-political impact on the Japanese sense of security and I'S- 
Japanese relations. 

Peaceful reunification of Taiwan with the mainland that resulted 
from free and uncoerced agreement between the ROC and the PRC and which 
in no way occurred because the United States unilaterally withdrew its 
support from and abrogated its security cossrI aments to the PRC would not 
have an adverse affect on Japanese security. An attach by the PRC on 
Taiwan after the US established diplomatic relations with the PRC and 
abrogated the SOC-US Security Treaty, even if this abrogation was at the 
time mutually agreed to by the US and the RDC, would, however, threaten 
Japanese security. Such an attack would raise serious questions about 
the nature of Chinese intentions. Jipanese-Chfnese relations would 
undergo severe strain. Some form of special effort to reaffirm the viability 
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of the US-Japanese Security Treaty would be necessary in order to resist 
pressure for Japanese rearmament. 

3* The Peoples' Republic of China 

a. HfTitary/Political/tcono aic Threat to Japan ? The PRC can 
threaten Japanese territory with its nuclear weapons and a modest 
missile delivery capacity. The PRC does not at this time, nor probably 
until the end of the century, pose a threat to Japan in terms of direct 
sea or air assault, despite its recent rapid growth in naval strength. 

The PRC is a potential political threat to Japan both 
internally and externally. Internally, Chinese access to and frequent 
eorsnunication with Japanese politicians contributes to the frequent and 
often irrational conflict between the moderates, conservatives and the 
leftist forces in Japanese domestic politics. Externally, the Chinese, 
if they chose, could make life sore difficult for Japan's economic 
activities in Southeast Asia. The Chinese could inflame fears of Japanese 
political and economic "hegemonial"-tendencies in Southeast Asia. 

The PRC is not an economic threat to Japan and is unlikely 
to become one for a long time. The Chinese might threaten Japanese 
economic interests in Taiwan after reunification. They might, however, 
follow something aking to the hong Kong model and permit Taiwan and the PRC 
to benefit from foreign exchange earnings as well as Japanese technology. 

fc. PRC Intentions in Southeast Asia and Japan Security . PP.C 
intentions in Southeast Asia, beyond trying to prevent any appreciable rise 
in Soviet influence there, remain unclear. China argues against "hegemo¬ 
nic! ism" by any great power, but one wonders whether the Chinese consider 
their own intentions, whatever they are, as hegemonial. In terms of /- 
keeping the Soviets out, China would seem to have an interest in Keeping'- 
the Japanese involved 
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eccrtacically while China tries to parry Soviet thrusts in the military and 
diplomatic areas. 

e. PRC and Korea . PRC support for a North Korean attack, on 
South Korea would seriously threaten Japanese'security by: 

— threatening Co extend comunist control over the entire 

""peninsula and creating a unified Korea hostile to Japan; ____ 

»* destroying Japanese economic investments,in Korea; 

— drawing Japan into the war through the US use of 

Japanese bases; 

--increasing political tension in Japan over the issue 
of war and the nature of Japanese involvement therein. 

Obviously, Japan's security interests benefit from Chinese restraints on 
Kim 11 Sung’s ambitions. 

d. PRC and OS-Jaoaness Security Treaty . For the immediate future the 
US-Japanese Security Treaty serves Chinese interests in that the American 
presence helps maintain a power balance in Northeast Asia, if the PRC 
resumes pressure on the Japanese to end their treaty relationship with the 
United States, this would exacerbate the Japanese domestic debate on security. 
The opposition parties led by the Socialists and Cowsunists would probably 
expand their pressure tactics against the conservative government to break 
the treaty "in the interests of peace." On the other hand, such Chinese 
action could also stimulate demands for Japanese rearmament for self defense, 
since not all Japanese would be willing to yield to Chinese pressures and in 
effect place Japanese security in the hands of the Chinese, 
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The PRC would seem to have the best of both worlds. It 
can serve its own current Interests vis-a-vis the Soviets by not pushing the 
Japanese to end their security relationship with the US and, if the time 
seems appropriate later, work to weaken the’.US-Japanese alliance and cause 
political turmoil inside Japan at the same time. The PRC would need, however, 
to consider the prospects for backfire of any attempt to break up the US- 
Japansse alliance. Japan sight- not choose to ’‘capitulate" to China but rather 
embark on its own rearmament program and thereby become a threat to China. 

4. The USSR 

a. The Soviet navy . The USSR,with its growing navy in the 
Pacific and Indian Oceans and the South China Sea,can directly threaten 
Japanese security through its capacity to cut off or harass Japanese 
shipping and access to raw materials necessary for the Japanese economy. 
Dominance of the Sea of Japan by the Soviet navy could threaten at least 
the psychological underpinnings of Japanese security. 

Japanese development assistance efforts in Siberia 
could conceivably enhance the strength of overall Soviet naval strength in 
Northeast Asia by making Vladivostok less dependent on European Russia. 
However, a Soviet naval threat to Japan or even harassment of Japanese 
shipping would be highly unlikely in a non-war situation and so long as 
the Japanese American alliance remains viable and Japan is capable of 

developing naval countermeasures for use in the waters surrounding Japan. 

b. USSR Perceptions of the US-Japanese Mutual Security 

Treaty . If China favors the US-Japanese Security Treaty as long as it helps 
balance Soviet power in ?JEA, the Soviets also see the treaty as helping 
to balance potential Chinese power. Beyond balancing Chinese power, the 
Soviets ~ty perceive that the US-Japan Treaty helps ensure against the rise 
Of any fo: 
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5. The Sino-Soviet Dispute , Sino-Soviet competition offers Japan 
more room to maneuver than would Sino-Soviet cooperation. But Sino-Soviet 
competition and antagonism creates uncertainties in Asia which are detri¬ 
mental to political and economic stability. The feud is not an "asset" 
to the Japanese as it sight on occasion be to the l'S. The constant tension 
the Japanese find themselves under in trying to treat, or pretend to treat, 
power equally is increasingly frustrating. Neither of the two communist 
powers wants Japan to develop a closer relation to the other than it has 
itself. This situation places serious constraints on the Japanese foreign 
policy making process by dividing the Japanese public on policies toward 
both the Soviet Union and China, frustrations arising out of this 
constant tensio'n might over time contribute to a rebirth of militant 
nationalism with the hops that Japan could better control its own destiny. 

a. The Soviet Union . The Soviet's primary concern in Asia is 
to contain China's influence and to do so in a way that concurrently under¬ 
mines American influence. In this sense, Japan is now the most important 
country in Asia for the Soviets. Currently, the Soviet Union's interests 
in Northeast Asia seem best served by seeking to expand its influence with 
Japan through peaceful means, in tents of the Sino-Soviet dispute, for 
example, the Soviet efforts to obtain Japanese [and United States) investment 
in fuel resource development in Siberia in exchange for long ter® oil and 
gas deliveries serve Moscow's strategic as well as economic purposes. 

If successful in attracting this package investment, the Soviets could 
create a vested interest on the pari of Japan and the United States in the 
stability of Soviet Siberia. Indeed, if the United States and/or Japan 
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have a long tens, major investment in a trans-Siberian fuel pipeline 
which passes close to the Chinese border, it will be in their interest 
to dissuade or try to prevent China from causing a serious conflict 
along the border. At the same time, such development could marginally 

enhance the Soviet capacity to support its navy in the Pacific area. 

b. The PRC , for the Chinese, however, a US-Soviet- 
Japanese consortium in Siberia may appear threatening and therefore de¬ 
stabilizing. Soviet development of Siberia could enhance Chinese fears of 
encirclemer.t by the Soviets and sight lead them to increase pressure on 
Japan to limit its involvement with the Russians. Development of Siberia 
would result in Increased population in the area and thereby eliminate a 
Soviet vulnerability there. 

The PRC, moreover, now appears to have considerable high quality oil 
reserves itself that are, and can continue to be, available to the Japanese. 



- On the other hand, Japan could offer much to the 
Chinese. Japanese technology and capital, for example, can aid in Chinese 
development and could conceivably ameliorate PRC attitudes toward US- 
Japanese involvement in Siberian development. 

Obviously, both China and Russia can use Japanese 
. cooperation, ‘-either would seem to have anything to gain by pressuring 
Japan too hard to tabs sides, favor one'over the other and thereby inadver¬ 
tently force the Japanese into a closer cooperation with the US or even into 
a mare independent course of action of its own, including rearmament. 

On balance, ’ the Asian order in which neither the Soviet Union nor 
the FRC gain hegemony is a prime requisite for Japan. Soviet "hegemony", 
for example, which drew Japan into the Soviet orbit would have a csvestatinoly 
destabilising effect on global equilibrium. Thus the US-Oapane: 





plays a role In the security policies of both countries. - 

C, Ec o nomic Vulnerability , , 

Japanese economic power, despite its giant sire, is fragile. 

Japan depends on imported crude oil for 751 of its primary energy supply 
■ and roughly SOS of its oil needs come from the Kiddle East. At the time 
of the Arab oil embargo, the Japanese government could not resist pressures 
to give active support to the Arab political cause or face mounting're¬ 
strictions on fuel supplies. Japan was forced to identify their interests 
more sharply with the Arabs at the risk of offending powerful pro-Israeli 
sentiment in the United States, and to seek oil under short-term, exceptionally 
expensive contracts. Japan has since welcomed initiatives toward consumer 
country cooperation on energy, but its dependence on imported oil has mace 
Japan cautious an any steps which the producers might perceive as con¬ 
frontational. This dependence on Arab oil will continue through the 157Qs 
to dictate cooperative relations by Tokyo with the oil-producing states 
regardless of contrary political considerations. 

Even before the traumatic 1573 oil crisis, the worldwide toon in 
industrial activity brought with it serious Portages of critical raw 
materials for the first time since the Korean War. Scarce supplies end 
record prices in many conrnooities .particularly industrial raw materials, 
export control actions by many countries, including the US and OPEC success 


in curtailing supplies of oil while simultaneously raising Its price four¬ 
fold, awakened serious concern over the future availability of raw materials 
in quantities adequate to sustain continued industrial expansion. While 
this concern v.-as felt in ail industrial countries, Japan's vulnerability 
in virtually all critical industrial raw materials—SO to 100J dependerjce~^ 
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on imports for S out of 12 key minerals and metals—is greater by far than 
of the United States and even greater than that of the vulnerable 
European community. 

In addition to industrial raw materials, primary commodities of all 
types have become a political issue of considerable importance in relations 
between the developed and less developed countries (LDCs). LDCs have made 
agreements on cdmnodlty arrangements a centra! element of their demands 
for a hew international Economic Order. Japan as a leading economic 
Power in Asia has been a primary target of pressures by Asian LDCs to 
enter into arrangements that would either stabilize commodity prices at 
higher levels or stabilize LOC export earnings, particularly since the 
current recession has caused a sharp decline in Japanese imports of raw 
materials and considerably reduced the export earnings of its Asian 
'"suppliers. While sensitive to the hardship this has caused, Tokyo has 
resisted pressures to enter into regional commodity preference agreements 
intended to stabilize Asian export earnings. 

While Japan's trading relationship are preponderantly with the 
advanced industrial countries of North America and Western Europe, its 
economic ties with the developing countries of Asia are becoming in- ■ 
creasincly significant. In 1S74 Japan's trade with Free Asia, extending 
from Korea all the way to Pakistan and Afghanistan, accounted for over 
22% pf her total exports and 20% of her imports. Japan purchases a wide 
variety of raw materials, particularly from the ASEAN nations; Korea, 
Singapore, and Taiwan supply substantial quantities of manufactured and semi¬ 
manufactured goods, Japan consumes a major part of the region's exports, 
while her export of capita! goods, industrial materials, and chemical 
fertilizers and other inputs for agricultural production have bean indipJ' 
pens able in tha economic development of the area... V= 
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( The developing nations of Asia ' .cupy a similarly important 

position in Japan's direct overseas invest .it. These nations accounted 
for $2.4 billion of Japan's oumuir u overseas investment ($10.3 billion) 
at the end of fiscal 1570. Japan's economic activity thus can have 
enormous impact on each of the nations of the region whose economic 
welfare is closely related to the st 2 te of Japan's economic well-being. 
f Japan's GNP is much larger than the combined Sb? of the rest of 

Asia, including the PRC. Therefore, even a one percent entry into Japan’s 
market represents a several percent increase in exports for each of her 
Asian neighbors. Conversely, a !0X increase in Japanese investment will 
greatly increase the availability of capital and technology to these states. 

But it might also risk renewed accusations of economic imperialism and arouse 
hostile political sensitivities that lie just beneath the surface. 

V. The future security, of Japan will, of necessity, focus on 

access to vital raw materials and markets to assure the survival and 
health of the national economy. No matter how successful the government 
may be in the short run in solving the problems of cost and availability 
of resources and energy, Japan will remain perhaps the most vulnerable 
of the advanced industrial societies to any breakdowns in the international 
economic system and to the machinations of Third World countries that use 
critical raw materials for political purposes. 

Add to these problems increased competition for increasingly 
scarce raw materials and it soon becomes apparent that as the possifcility. / ^*^o\ 
for international cooperation becomes more remote, the pressures for \~i » 

competition in terms of narrow national interests increase, and political _ 

power becomes deeply and inextricably linked with economic policy. Under 
these circumstances, interdependence leads not away from a security policy, 
but rather is the IIkcT/ catalyst for Jcccrsss part: epsilon in Real sol itik . 
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Japan's economic security and continued growth obviously 
depends on a peaceful Asia and continued free access to and through the 
area. In this sense American action or lack of action that contributes 
to instability in the area has a direct impact on Japanese security. 

IV. JAPAHESE-AKERICAK PARTNERSHIP: STRESS ASP CHANGE 

The nature of the US-Japanese relationship is changing and from 
tin® to tine comes under considerable strain. The future of this relation¬ 
ship depends very much on whether short-term economic conflicts and 
security-related misunderstandings are allowed to prevail over and under¬ 
mine long-term eoccon interests. Avoidance of worldwide depression and 
the promotion of economic and political stability in the Pacific Asian 
area require that Japan and America cooperate with each other. Such 
cooperation is constantly being jeopardized by failure to reach a common 
perception of their mutual long-range interests. 

The lack of a common perception of threats, interests and opportunities 
is due to shortcomings in US-Japanese intercommunication, but also in 
part to the absence of a clear US perception of its own interests ana 
role in Asia . At the same time, the relative decline in America's inter¬ 
national power and influence and the rise in Japan's economic strength 
has fostered a sense of greater equality and reciprocity in the US-Japan 
partnership which may provide the basis for a more equal and thereby 
effective relationship. 

Japan and America share long-range common interests in democracy, \ v 
freedom of the seas, relatively free trade, maintenance cf a stable monetary 
system, mutual defense, not taking sides in the Sino-Soviet dispute, 
development and stability in Taiwan, Korea and Southeast Asia and diversi¬ 
fication cf sources cf energy and materials. However, these common interests 
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are often obscured by short-term differences centering around competition 
for trade and raw materials, mutual investments, base functions and li 5 
credibility. 

A. !J5 Expectations Retarding Japan’s future Role in Their 
Partnership . The Nixon Doctrine recognized the limits on u$ capacity to 

continue to carry the major share of responsibility for _ 

economic development and political security problems in Asia. The United 
States has begun to turn increasingly to Japan for help in shouldering 
responsibility for some of the larger economic and political problems of 
the region so as to contribute to the balance of power in Asia, American 
expectations for Japan in Asia have followed three basic themes. 

1. SS-uapanese cooperation in the region is necessary for 
peace; 

2. Japan should increase its economic aid to its Asian 
neighbors; 

3. Japan should play a larger political role in the region. 

There was at one time some expectation that Japan could also play a 

larger military role in Asia, perhaps through military assistance programs 
as well as considerable rearming of Japan itself. Recently, the United 
States has sensibly backed off from an effort to encourage large-scale 
Japanese rearmament, certainly with regard to any expanded military role 
in Southeast Asia. 

A basic American assumption is that political stability in Southeast 
Asia depends on economic and political development, and that Japan could 
make a significant contribution to such stability by channeling larger 
ascents of its economic strencth. into foreicn aid and regional assistance 
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programs. Communist-supported insurgencies and the political and economic 
conditions that foster them seem to be the greatest threat to stability 
in the region. Increased Japanese economic development assistance that 
supposedly reduces the obstacles to development will continue in some 
measure to reduce insurgency and foster peace and stability in Southeast 
Asia. 


The i/S expects and hopes that somehow Japan will play an enlarged 

political role in the region. This role will have to be decided by the 

Japanese and the states of Southeast Asia, but the US in its own interest should 

have a clear idea of what the roles of all participants should be. US 

economic and political expectations seem 'to assume: (a) that Southeast 

Asian states want Japan to play an economic and political role; and 

(h) that Japan itself is ready, willing and able to carry out an enlarged 

economic and political role in Asia. However, there is little evidence of 

a sustained and concerted US effort, bilaterally or multi laterally, to 
this 

explore/with our allies or friends in Asia and Japan: (a) exactly what 
roles these states want Japan to play, how and for how long; (b) whether 
Japan itself is willing and able to play the roles expected of it; and 
(c) what precisely are Japan's perceptions of the roles it must and will 
.play in Asia. 

Secretary of Defense Jamas Scblesinger's trip.to Japan in early 
September, however, may have helped lay the groundwork for new efforts at 
defining different roles and responsibilities In Asia. He clearly stated 


for the public record what US security 
Northeast Asia, and the two governments 


policies and expectations are in 
agreed to expanded defense 



consultations. Thera seems to be no reason the US and Japan could natyj 


begin a concerted effort to expand the current and intended consultations 
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beyond defense problems and begin to cover more specifically the roles 
each country can or cannot play in the political and economic spheres in 
Asia. 

Js7~ Japan's Capacities and Perceptions , Japan cannot and will 
not play the role in Asia which the United States may expect of it unless 
Japan shares the US perception of the threats and opportunities therein. 
Moreover, even if Japan were to share US perceptions, it might not share 
US prescriptions for action. The Japanese did not share US perceptions or 

prescriptions in Vietnam. They do not currently necessarily see eye to eye 
with the US on the security situation in Asia. There is no substantial 
evidence in Japanese attitudes that Japan sees any increased threat from 
China or the Soviet Union to Japan’s future security as a result of changing 
superpower relationships, few Japanese see China as a military threat, and 
with detente, even the Soviet Union appears genuinely less threatening 
to Japan. The possibility Of large-scale Japanese involvement in develop¬ 
ment ventures in Siberia as well as the continuation of the US security 
commitment constrain any hypothetical Soviet threat. 

The Japanese consensus which ultimately determined national 
policy and which has up-to recent times generally supported the conserva¬ 
tives' US-oriented Japanese foreign policy is changing. While conservatives 
remain in power, their margin of strength is waning and a less docile and 
more politically radical public is less willing to follow the dictates of 
the older leadership. The younger generation, both conservative and leftist, 
is pushing for a mors independent course for Japan. 
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However, there is reason to question, given the strong tendency of 
foreign policy issues to become highly controversial political issues in 
Japanese domestic politics ana given the marked decline in conservative 
political strength, whether Japan has the institutional and political 
capacity to adopt an independent posture that will enable them to play a 
more significant role in relation with the US and China and the rest of 
Asia,* 

The opposition parties in Japan still have considerable influence on 
foreign affairs through their ability to obstruct and prevent the consensus 
which is essential to Japanese decisicn-saking at all levels. The opposition 
parties also enjoy substantial popular support and a sympathetic mass media. 
Although they find it difficult to work together in any sustained way, they - 
are individually well organized and able to influence foreign policy making 
by the government both outside and within the Diet. 

Because their basic political strategy is to use foreign policy issues 
es instruments to attack the government, the opposition and the media tend 
almost automatically to oppose the government's pro-US policies. It should 
be noted, however, that despite this apparently constant exposure to anti- 
American views from the political arena, the Japanese public remains in 
^general relatively unaffected. 

Thus far, Japan has survived this process and style of policy formu¬ 
lation because it has occurred in special "hot house' 1 conditions. Further¬ 
more, the issues debated did not involve long-range planning and decisive 
action required of a nation fully encaged in international politics, for 
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until now the United States took the lead in major strategic political and 
security issues in Asia. At the same time, Japanese security interests 
were closely aligned to and determined within the framework of the US- 
Japanese Mutual Security Treaty, 

The Nixon Doctrine symbolized Changes in the nature and parameters 
of Japanese-American relations-and called for a pattern of cooperative 
action toward common goals in Asia, Current US Congressional attitudes 
and perspective in Asia seem to take for granted that: once the L ! S retrenches 
from Asia, somehow peace or the absence of a shooting war will characterize 
the international scene in that region. At the very least, the assumption 
is that the kind of conflict that may develop will be such that countries 
like Japan, China, the Soviet Union and the US will not meddle. The 
cumulative impact of the Nixon Doctrine and the events in Asia since its 
inception, including the US-Chinese rapprochement, the collapse of the 
American efforts in Indochina, and the gradual withdrawal of US military 
power from Southeast Asia, has been a reevaluation in Japan of the US- 
Japanese security relationship. 

V. JAPAN'S FOSSICK POLICY OPTIONS 

It seeas painfully obvious that Japan cannot develop an independent 
foreign policy without undergoing revolutionary change in its previous 
relationship with the US. The conventional wisdom persists, nevertheless, 
that any state as economically powerful yet at the same time as economically 
vulnerable as Japan must have an active foreign policy—one it defines 
itself. However, the consensus within Japan has tended overwhelmingly to 
support a passive, reactive policy. There is a growing debate as to whet 
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policy should be. There is el so greater awareness that the "incubator 
environment" no longer exists er is entirely appropriate. The Japanese 
can see the problems they face. Finding the solutions end making the 
necessary policy decisions are proving far more difficult. 

The Japanese seem to have at least six options, some of which could 
or do overlap; 

A. Rearm. Become a full-fledged economic, political and 
military power capable of participating fully as one of the four great 
powers, independent of all alliances or in alliance with another power. 

S. Eschew rearmament, but assume an active political and 
economic leadership role in Asia and help relieve the burden cm the United 
States in that part of the world. Retain a close alliance with the United 
States. 

C. Continue non-military, non-interventionist policies and 
posture cf the past under the L’S protective shield. Develop, however, 
some increased self-defense capacity in cooperation with the United States 
that would help lighten t he I'S burden without creating potential indepen¬ 
dent Japanese defense capabilities. 

u, Strive to protect national security by obtaining “special" 
status as a truly neutral economic superpower--a source of development 
assistance and technology for all countries. 

£. Adopt a low key but unmistakable pro-Peking policy (accommodate 
to Peking's lead in Asia). 

f. Adopt a pro-Soviet stance. 

The discussion that follows discusses the feasibility of each of these 


options. 



***** 






f A. Rearm. Become a fall military, economic and political power acting. 

Independently, perhaps Gaulllst In style, as one of the great powers In the 
world balance of power {US, USSR, Japan, PRC). 

This option implies rearmament that would include nuclear weapons. 

It is generally conceded that Japan has the technological capacity and the 
economic resources to go nuclear. It is also conceded that Japan would 
( rearm only under certain conditions: 

1. The US guarantee to Japan is no longer reliable; 


Z. Japan perceives economic and political/military threats 
to its survival which can only be met through the acquisition of nuclear 
weapons and a credible military force, specifically a powerful naval force; 

3. The Japanese public's aversion to nuclear rearmament 
^ • disappears and is replaced by militant nationalism; 

There are in addition, three types of situations in which Japan 
sight acquire nuclear weapons; 

1, :he JS sponsors Japanese acquisition of nuclear weapons as 
a means of helping the US maintain a balance of power in Asia while the US 
reduces its own military presence; 

2. Japan opts for nuclear weapons on its own in response to 

C an 1ncre4se - threat from Chine, the USSR {or both), or a nuclear detonation 

by North Korea, South Korea or Taiwan. This situation also assumes that 
the US nuclear shield is no longer credible; and 


ucpan decides to acquire nuclear weapons not in response to 
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Nuclear rearmament may not, however, be Japan's only rearmament 
option. Nor does effective rearmament even have to be offensively-oriented. 
Some observers believe that Japan could concentrate on the development of 
a highly effective missile defense system that would make use of Japan's 
rapidly developing laser technology and make feasible the deployment of 
laser defenses against missiles sometime in the 1980s. Coupled with such 


defenses and perhaps preceding- them, would be development of reconnaissance 
capacity over the Sea of Japan that would ensure complete intelligence on 
virtually all ship movements into and throughout the sea. Such reconnaissance 
capacity could be coupled with the means; e.g,, shipborne precision- 
guided missiles, to close the Sea of Japan to all shipping at the Straits 
of Tsushima. This will not reduce, however, the vulnerability of Japan's 
vital sea lanes to the south to interdiction by a hostile force. There are, 
however, factors that weigh heavily against a decision to go nuclear. 

1. Japan needs a source of enriched uranium. Were the US to 
provide the uranium after a Japanese decision to develop nuclear arms, it 
would be violating the NPT. It is doubtful that any other nations would 
provide uranium to Japan unless it had decided to actively support a re¬ 
surgent military powerful Japan. 

2. Japan needs a delivery system and a testing area. The USSR 
would certainly try to prevent Japanese use of the .Pacific. The US would 

be under serious pressure to do so as well or face a confrontation situation 
not only with the USSR but also Australia and Hew Zealand. 

2. Japan's geography, population density and the location of 
its industrial capacity combine to create a vulnerability not experienced 
by any of the other nuclear powers. Japan would have to be prepared to 
adopt a "Kamikaze syndrome" backed by a wide-ranging sea-based missile 
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threat that could deliver a devastating second strike even if the homeland 
were wiped out. 

t, Japanese public opinion does not at present show any 
inclination to shed the nuclear allergy. Indeed, the Japanese public is 
opposed to any Japanese military role beyond Japan itself and might not 
support a Japanese effort to come to South Korea's aid if the North launched 
an attack. This is not to say that the nuclear allergy might not eventually 
be overcome. 

If Japan does decide to rearm, however, it is important for 
Americans to realize that Japanese rearmament may not take place within a 
friendly, continuing pro-American context. Even if Japan begins to rearm 
with American support there can be no guarantee that it would remain a 
cooperative ally once it developed a credible military capacity and moved 
into the international arena as an active military power in its own right. 
Since it is not likely to be able to stand by itself in complete isolation, 
it would probably move toward another alignment. 

The ruling liberal Democratic ?arty (LDP}, and ever, the opposition 
parties, are products of the postwar US-Japan alliance. Should this alliance 
fail, the LCP, as such, would probably collapse. The conservatives would 
probably coalesce into different groupings becoming more left-oriented and 
perhaps more inclined toward a radical nationalism. They would retain power 
only by forming coalitions with less conservative groups. 

The strength and actions of the opposition parties would also 
undergo substantial change, however, as the American whipping boy would 
be less available. There is no guarantee that these parties' opposition 
to rearmament would continue ones the American umbrella was removed and 
all parties had to face the difficult reality of taking responsibilities;j 



for their actions. It Is Important to remember. In this regard, that 

the current ruling LDP is extremely vulnerable to attack from the left on 

military and nuclear issues and is unlikely to be able to implement major 

rearmament programs, Many socialist leaders and the Japan Coarainist Party, 

however, do not believe that Japan is a pacifist country and point out 

that their party is not pacifist. As William Overholt suggests in a 

recent Hudson Institute Study article in OR8I5 . 

"Their anti-militarism combines fear of military influence 
in domestic politics, recognition of the utility of anti¬ 
militarism as a club to use on the LDP, anti-Americanism, 
specific fear of nuclear weapons, fear that armed forces 
expansion in the present political context would primarily 
support the right wing in Japanese politics, and a series 
of arguments about the utility of armaments for Japan. 

In a different international environment, and with a different 
ruling party, the rhetoric could change rather dramatically."'' 

Although Dverholt concludes that only anti-American parties are 
likely to be able to implement dramatic rearmament, resistance to rearma¬ 
ment across the board could easily evaporate should Japan experience a 
severe enough security shock caused either 'by (1) the sudden dissolution 
of the Mutual Security Treaty because of Japanese-American friction, or by 
(2) some event which revealed the Treaty to be inadequate for Japanese 
defense, Each case represents a situation of Japanese disillusionment 
with the United States. And each case seems likely only if there occurs 
a drastically changed world political and economic situation such as large 
state warfare or a great worldwide depression. 

Obviously, neither the USSR nor the PSC would likely sit by and watch 
Japan develop a credible nuclear capacity or a credible defense capacity 


'Qverriolt, William, “Japan's Emerging Siorld Role," ORSIS, Summer 1975. 
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based on a laser system which could prove effective against limited 
nuclear threats. Japanese deployment of laser missile defenses would 
effectively end the era of the mutual assured destruction philosophy and 
might well terminate strategic ants limitation agreements based on that 
philosophy. Indeed, any serious attempt by Japan to even try to develop 
the laser as a defensive weapon would itself contribute to an arms race 
in Northeast Asia and possibly reshuffling of alliance/confrontation 
postures with respect to the Soviet Union and the PRC or an attempt by 
China to reunify Korea under a ecsreunist government. Whatever the possible 
reaction scenarios, it is difficult to believe they could be anything but 
seriously destabilizing and preludes to conflict. 

In more simple and feasible terms, however, even an expanded Japanese 
defensive capability to not only monitor ail "enemy" activity in the Sea 
of Japan and the Pacific coastal sea, but also block the Sea of Japan, 
in cooperation with the US (Option C) could also be destabilizing. 

All of these arguments lead one to question whether an independent 
Japanese defense capability would not be destabilizing for any one or all 
of the great powers. These arguments, however, do suggest an alternative 
source of security for Japan. In view of the many possible adverse con¬ 
sequences of any Japanese rearmament program might It not be in Japan's 
interest to not ratify the NPT and retain the option of going nuclear as 
an additional hedge against threats to Japanese security? Retaining this 
option even if they never exercise it might enable the Japanese to pursue 
option 0 below with more success if for some reason the alliance with the 





l’S breaks down. 
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B. Eschew rearmament, but assist the US by assuming an active 
political an<2 economic leadership role in Asia. Retain a close alliance 
the US. 

Japanese Prime Minister Takeo Kikl in a- recent interview with 
Tom Braden of the Washington Post discussed Japan's needs and future role 


“Japan needs a qualitative rather than quantitative enhance¬ 
ment of its defense capabilities. But we have no intention 
of becoming a major military power, certainly not a-super¬ 
power. Constitutionally and otherwise, we are restricted. 
Therefore, Japan is not in a position to contribute in 
military terms to the peace and security of the world. 

"But 1 take the word security as having more than a military 
meaning. Security also means the stabilization of people's 
livelihood and the elevation of their standards of life. 

Since Japan is not in a position to contribute militarily, 

Japan must and will contribute to the developing countries. 
Poverty and peace simply do not go hand-in-hand." 

The implication here is that Japan will play a more active 

economic role in Asia. A military role is out of the question. It is 

difficult, if not impossible, to discern any intention on Japan's part to 

play an active political role in Asia. The Japanese still expect the 

United States to play an “activist" role in Asia and believe that this is 

what the Southeast Asian states hope for as well. 


An active political role for Japan with a higher profile than 
that of the United States does not seem a viable option for the Japanese 
in any case. The Asian states themselves give no indication that they woulc 
welcome such a role'. There is still profound suspicion of Japanese 
economic intentions. Moreover, a larger, purposefully political role 
would also require a clear consensus for such a role in Japan itself. There 
is no such consensus and core is likely for the foreseeable future--five to 
tan years hencs. To be effective, such a role would also have to com- 

A 

element whatever role the Americans decide to play and taka into accoun^ 
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the Chinese reaction to any active “political alliance" activities by 
the US and Japan in Asia. Finally, the United States itself has no clear 
definition of either its political purposes in Asia or the parameters 
and instrumentalities of the role these purposes would require. 

"Option 3“ in effect, is not yet feasible. There is simply no way 
Japan can relieve the US burden in Asia in both economic and political 
terms. A larger and more flexible Japanese economic role is feasible, 
and in cooperation with the US, desireable. The Japanese will be able 
to do little in the political sphere without the US taking the lead. 

C. Continue the non-mi n'tary and non-interventionist policies of 
the past under the US protective shield. Develop, however, increased 
defense capabilities to fulfill the already designated scission of the 
Japanese self-defense forces. 

This option is no longer adequate in all respects. Japan may not 
be able to become one of the pillars in the emerging world envisaged by 
many American !eaders--eitfter through military build-up or exploitation 
of non-military sources of power, ‘ieither, however, can Japan continue 
to maintain an existence independent of the global structure in which the 
impact of its economic power cannot be ignored or avoided by the other 
major powers as well as the developing nations. The Japanese themselves 
recognize these realities, but find their current situation extremely 
frustrating, it seems, as this paper demonstrates, that Japan can hardly 
exercise strongly any activist options that go beyond its current level 
of low-key manipulative activism without antagonizing either a great power 
or oppositionist elements within Japan itself. 

0. Strive to achieve national security by obtaining some form of —r- 

-V- r0< a 

special status or acceptance by all the crest powers as a truly neutral!?* 
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eeonomic superpower-^ source of development assistance anti technology 
for all countries. 

in a world in which the trend is toward stronger and greater 
economic interdependence between nations and many countries continues to 
attach high priority to the pursuit of economic values, Japan should he 
able to continue to transfer its economic capacities into political or 
diplomatic influence. For example, Japanese technology, research, 
financial and industrial capacity is of considerable potential benefit to 
both the Soviets and the Chinese. Japan is now seeking to trade on these 
advantages to secure raw materials for her own economy. Perhaps Japan 
can trade on them for security as well. Neither the Soviets nor the 
Chinese would seem to have anything to gain by military aggression against 
or occupation of Japan. £ven political subservience to either of these 
powers of a type that crippled Japan's sense of national integrity and 
purpose and cut off its ties with the advanced world would not be conducive 
to the continued vitality of the Japanese economy and its technological 
and financial resources. 

This option is appealing and may be the one Japan may have to 
eventually adopt. 


£. Adopt a markedly pro-Peking or pro-Moscow posture. 

Neither of these options is viable. The US could accept neither of 
these options because its primary objective in the Pacific would be totally 
compromised: a hostile power or combination of powers would dominate the 
Western Pacific. The Chinese would not accept a pro-Moscow Japan. Neither 
could most Japanese. The Russians could not accept a pro-Peking Japan and 
would be able to use their sea power to squeeze Jasan. . 
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Currently, some combination of Options S and C is feasible. The 
Japanese can play the largest economic role, but not a larger political 
role in Asia. They could also, however, help remove some of the US 
defense burden by expanding Japanese defense forces. Such expansion, 
however, is possible only if it occurs in close cooperation with the 
United States and is readily recognized as in no way establishing the 
basis for an independent Japanese defense capability at some time in the 
future. In this regard, the US and Japan could work toward some expansion 
of Japanese naval defense and surveillance forces in the Sea of Japan. 

The Japanese could contribute significantly to US efforts to ensure the 
security of the Western Pacific if they can themselves: (a) handle all 
surveillance requirements in and over the Sea of Japan and around Japan 
itself; and (fa) close the Straits of Tsushima on their own in time of 
war. This type of increased defense capability is obviously no offensive 
threat to any power in Asia if Japan is acting alone. Japanese surveillance 
and closing of the Sea of Japan can only be effective in cooperation with 
the United States. 

K-Japanese cooperation in developing a laser defense capability against 
missiles may also be possible, but does seem more likely to accelerate an 
arms race than would cooperation in the more conventional type defense arrange¬ 
ments discussed above. 


VI. niPUCATTOfjS FOP THE U?TTTED STATES 

United States’ expectations since the first enunciation of the Aixon 
Doctrine that the Japanese can and will take up the slack or pick up the 
ball and run with it entails considerable risk. As an independent nation 
Japan wii 1 follow its own interests, and the future stability of Japanese 
foreign policy and international politics in Asia will caoend increasingly 
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on two highly uncertain political processes: the changing tides of inter¬ 
national relations in Asia and the complex saneuverings of domestic politics 
in Tokyo. 

The Japanese could find themselves un&Ble to help the United States 
maintain the balance in Asia. On the other hand, it seems equally plausible 
to expect that, faced with the Belief that they will soon have to "go it 
alone," the Japanese night well try to rise to the challenges to their 
political and economic integrity and become a major independent actor in the 
1980s, not only in economic and political terms, But also militarily. Less 
dependent on the OS, the Japanese might also be a less pliant and willing 
ally and instead try to become a more determined competitor. In this sense, 
successful Japanese Gaullism seems equally as probable as failure in any 
Japanese attempt to cope with their new, mare expvsed position in the world. 

If Japan fails to preserve its economic and political security without 
rearmament it could move into closer "alliance'' with the Chinese or the 
Soviets—or it could decide to try to rearm (as many outside observers 
believe the US secretly wants in any case). The Soviets and Chinese would 
then strengthen their military posture vis-a-vis Japan and begin expanded 
political offensives againsts these “emerging signs of Japanese hegemonialism.“ 
In this event, increased tension and instability will become inevitable. 

The basic implication of these possible scenarios: the United States 
cannot have peace and stability in Asia on its own terms, defined unilaterally 
and pursued within its own parameters for action. 

There is considerable latitude, however, for the United States to 
influence the fundamental direction of Japanese policy in the short term. 

The close ties of the past, the broad, basic compatibility of Japanese and 
American interests, the uncertainty of the Japanese regarding new pcUc/£^~~ ^ 

£ 



to provide the United States with substantial opportunities to exercise 
constructive influence on the Japanese decision-snaking process. However, 
the success of such an endeavor requires clear formulation of American 
strategic aims in Asia and communication of these aims to all of the 
appropriate groups in Japanese politics,* In an indeterminate inter¬ 
national situation, a policy of applying pressure to Tokyo without clear 
indications of our ultimate intentions may yield shcrt-term diplomatic 
benefits but will be disastrous in its final effect on the foundations 
of Japan's foreign policy. Two factors, the hesitation of the Japanese 
regarding the making of major decisions and the deep internal division 
over the question of defense, virtually ensure that any effort to induce 
Japan to assume the military role of a great power will exacerbate 
political instability within the country and reduce our capacity for 
influence. 

The United States must be prepared to readjust its vision of an 
emerging world in which Japan is supposed to play a large political and 
economic role, equal to that of each of the other great powers. The 
Japanese may not want such a role. Other Asian states may not accept such 
a role for Japan. The United States and Japan need to readjust their 
relationship to be sure, but the US ‘security umbrella must remain totally 
credible to friend and foe alike. If the United States is unable or 


unwilling to maintain such an umbrella it will find itself in a new and 
hostile ball game not only in the Pacific, but throughout the world. 


•Fortunately, Secretary Schlesinger during his visi 1 
early September 1S75 has gone a long way toward fu 
in security terms at least, 'or Northeast Asia. 


to Japan and Korea in 
filing this requj^efsct, 
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V. 


finally, to reiterate: it is unrealistic to expect Japan or any other 
Asian state to accept a larger Japanese political role in the absence of 
or uncomplementary to a well-defined US political purpose and role in 
Asia. It is simply not enough for the United States to say it can no 
longer carry the burden of peace, reduce its presence unilaterally and 
then expect a new cooperative order for East Asia to begin to appear as 
a matter of course. 

POLICY -RECOMMENDATIONS 

A. Security/Pol itical 

1. Maintain indefinitely the US-Japan Mutual Security Treaty, 

1. Exert no persuasion for or opposition to Japanese rearmament, 
even if defensively oriented. This is an interna! decision for the 
Japanese alone. He should be alert to the possibility that expanded 
Japanese defense capabilities, even if only in cooperation with the US, 
might destabilize the power balance in Northeast Asia. We and the 
Japanese should reason together but eschew arm-twisting. 

3. Consider the feasibility, however, of some Japanese-American 
cooperation in development of advanced technology: i.e., laser defense. 
Perhaps the best basis for such cooperation would be US response to 
Japanese initiative in offering such cooperation. A major consideration 
would be the possibility of accelerating the arms race as a result of such 
col laceration. 


4, Retain US forces in Japan as long as possible, but be 
responsive to official Japanese reguests for drawdowns in the interest of 
Japanese domestic political stability. Such drawdowns should not, however, 
be permitted to compromise the integrity and viability of our defense 
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comai tmer.t to Japan. 

5. Initiate a serious dialogue and examination with Japan of: 

a, Nature and scope of US political intentions and 
objectives ir. Asia, 

b, Necessity, desirability, feasibility and modus 

ossrendi of a more active Japanese political role in 
the affairs of Asia, including the nature and scope 
of that role and how it might complement that of the 
United States. 

c, feasibility, desirability and techniques of independent 
exploratory consultation between Japan and the states 
of Southeast Asia on the nature, scops and desirability 
of a Japanese or U5-0apanese pol i tical ‘ role ir. Southeast 
Asia and how the Southeast Asia states themselves can 

help define and support such a role. 

6, This dialogue on a larger Japanese role in cooperation with 

(he US notwithstanding, the United States must respect Japan's ness to 

define a certain independence of initiative and style in its foreign policy. 

The Japanese, .may for example, decide to take soma risks in pursuits of 

political and economic detente with both Hanoi and Pyongyang, which the 

United States is_ not in a position to take. The US should not try to pressure 

Japan against such initiatives which in the long run could even serve US 

"watch and wait" interests very well. 

3. economic 

Develop carefully throughout approaches and techniques for joint 
US-Japanese development assistance programs in Asia. While the trends 
today are toward providing more and more assistance through sulti 1 atere 
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organizations, there are still cases in which bilateral country to 
country assistance programs can be most helpful. Perhaps the US and 
Japan can be even more helpful through effective, informal coordination 
of their assistance projects to certain countries, 

C. Cultural 

1, The United States should actively promote aors intensive 
joint US-Japanese university study of Japan’s cultural heritage, including 
the impact thereon of the Americans. 

1. The United States should also assure that the Inter-univer- 
sity Language Center in Tokyo which is the principal source of non¬ 
government language expertise in Japanese' is not forced to close for lack 
of steady, stable financial support. 
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Kany regional organisations Nave emerged In Southeast Asia since the 
early ISSCs, most of them involving economic cooperation. In the post- 
Indochir.a k'ar period, ASEAN (Association of Southeast Asian Nations] stands 
out as the only one of such organisations possessing the potential for an 
effective economic and political force in the region. Its importance is 
the result of three major factors: (1J. its membership is composed of all 
the ncn-cocwunist nations remaining in Southeast Asia (with the exception 
of Surma, which currently has little political/economic significance in 
the region].; (2). ASEAN is not tied to any functional ministries nor does it 
’ have any one purpose; and (3} it’Has' tbe’support 'of the'officials in the 
member nations charged with the implementation of foreign policy. 

In the potentially precarious position these nations find themselves 
as Sanoi extends and consolidates its control over Indochina, the need for 
ASEAN to become a viable political force is increasingly apparent oc them, 
illustrative.of this awareness are statements made at the ASEAN Foreign 

Information and Special Functions (Foreign Affairs] Minister Tengku Rithaudcee 
called for serious examination of ASEAN's structure and efficiency in order 






Indonesian Fore'gn Minister Malik told the delegates not to be content 
with reviewing ASEAN’s achievements of the past year, hut to reassess and 
reaffirm ASEAN’s purposes and potentials in light of fast-moving events 
and developments within the region, 

Singapore foreign Minister Raja retrain stated that ASEAN nations must 
indicate what the US role should be, for if the US withdraws, the region 
would be in a "difficult position" dealing with only two major powers, the 
USSR and China. On Indochina, Rajerateam said ASEAN nations should not fee 
unilaterally "wooing the new regimes...they should be wooing us, too." 

During a state visit to the Philippines, Thailand's Prime Minister 
Khufcrit Pranot and President Marcos reiterated the now common theme of 
ASEAN’s increasing importance, as did Khykrii with Prime Minister lee Kuen-yew 
on a state visit to Singapore, 

B. Nationalistic impediments 

Despite the agreed-upon need to expend and strengthen ASEAN, many 
factors impede this goal, in addition to historic jealousies and antagonisms, 
the member nations understandably view ASEAN according to their respective 
economic and security needs, Thailand, for example, which faces Hanoi/Soviet* 
dominated Indochina on one side and the PRC on the other, would take comfort 
in a strengthened ASEAN, but will move cautiously for fear of communist 
reprisals. Thailand can be expected to pay strong lip service to ASEAN, but 
for the time being may be inclined to play a passive or "safe” role only. 



Internal political and economic instability require a considerable amount 
of attention as well by the Royal Thai Government. (See Thailand, Annex ?.} 

Malaysia remains an enthusiastic supporter of ASEAN and will probably 
push increasingly the concept of neutralisation of the region, espoused 
through the medium of ASEAN, as a counter to possible external aggression. 
Malaysia, however, currently is embroiled in a potentially explosive racial 
conflict which, added to insurgency troubles, is most likely to sideline its 
effective participation in ASEAN. 

Singapore also is unlikely to be an overly active member of ASEAN. Not 
only do its leaders consider unlikely a threat front communist aggression in 
the near future, they make no secret of the fact that, faced with external 
.-aggression, they would turn to one of the great powers (the US) over their 
ASEAN neighbors for assistance. Additionally, Singapore is somewhat appre¬ 
hensive about Indonesian dominance and tends to view a strengthened ASEAN 
as a weakened Singapore. 

The Philippines too faces tremendous internal social and political un¬ 
rest. While President Plarcos maintains rigid control of power, his attention 
must necessarily be directed toward the domestic scene, particularly the 
insurgency situation in the South, “arccs is unlikely to take any signifi¬ 
cant steps toward regional cooperation in the near future, especially if. 
Indonesia emerges as the leader. The Philippines cor.trnues to regard the US 
as' a ma"or sscuriov factor, (See Philippines, Annex £.1 





Indonesia pragmatically views any development in Southeast Asia as 
having a direct hearing on its own development, and thus actively encourages 
strengthening ASEAN's potential as well as the "national resilience’’ of 
each member. Because of this attitude, in addition to its natural leadership 
potential in relation to Its population, site, resources and strategic 
C location, Indonesia is the most likely of the five countries to take the 
initiative in pushing for significant regional cooperation. Once again, 
however, economic and social problems plague its government and require 
considerable attention, (Indonesia's leadership potential is discussed 
in more detail in Annex 8.) 

Of particular significance in assessing the future effectiveness of 
ASEAN will be the results of the summit meeting which, at this writing, will 
be held on a date not yet determined but most likely around the first of the 
year (1975). There already has been disagreement among the member nations not 
only as to timing, but even whether or not such a summit should be held, as 
there was debate between those who perceive the need for tighter regional 
cooperation and those who fear the wrath of Hanoi should it appear that 
they were “ganging" up on it. There are many issues of disagreement among 
the members, and the summit meeting may serve to highlight the disparities 
'rather than emphasise the unity. 

Additionally, any assessment of ASEAN's potential would have to take 
into’consideration the history of relations between the members, which have 
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In tn effort to counter a potentially aggressive Hanoi, both Thailand 
and the Philippines pushed to recognise the PFC foilcwing the Vietnam 
debacle, a move which was characterised as "too hasty" by other ASEAN Ber¬ 
bers. However, it is no* illogical to conclude that China might deal some¬ 
what sympathetically with friendly Southeast Asian nations in light of 
increasing USSR presence in the region. While the PRC will continue its 
support of insurgent activities in Southeast Asia, its overt friendship can 
have the effect of balancing off Vietnamese and Soviet activities. (Further 
discussion of "balance of power' 1 politics is contained in Appendix 1 cf this 
study. J 

D. The Prospects for Neutralization 

in view of the new situation in Southeast Asia, tne concept of neutra¬ 
lization is likely to regain preeminence in foreign policy discussions. Thi 
concept was. first enunciated In 1S71 fn a declaration signed by the original 
(and present!.members of ASEAN. TBs declaration advocated the neutraiizatici 
of Southeast Asia and announced the ASEAN members' goal "to secure the 
recognition of, end respect for Southeast Asia as a Zone cf Peace, Freedom 
and neutrality, free from any fora or tanner of interference by outside oowe: 
Little 5’jt Up service has'Sesn paid to this ideal since its inception, per¬ 
haps because of the severe difficulties involved in implementing such a 
arccf£f7i c^vsn tKs nysiosr cf civsrss countries sfjc situations -iTJ tbs equation,; 
Briefly*, neucr filiation would iie brought about by the fell owi no actions on 








presents few profilers, 5ui non-alignment and exclusion of great power politics 
are no small orders in the currant situation. Under the neutralization 
theory the area would oe protected, or "guaranteed" by the three major powers; 
the US, the USSR and the PSC, an agreement almost as difficult to obtain as 
significant cooperation among the ASSAM nations. Even if agreement were 
reached among the powers it seems hardly feasible to "exclude great power 
politics" in the region If they are to act as the guarantors of stability. 

Thus, formal neutralization doesn't appear to be feasible, but a 
grouping of non-aligned nations (ASEANl is valid, and the concept is likely 
to grow. A major obstacle to non-alignment, however, is the LiS/Philippine 
bilateral security treaty. The Philippine government is unlikely to be 
willing to forego its US bases and bilateral security arrangements in the 
absence of a suitable replacement. 
r_ The Positive Elements 

Although the ASIAN nations face a great deal of uncertainty and 
difficulties, there are factors in their favor as well, not the least of 
which is the quality of their currant leaders. These mar, are under no 
illusions as to the potential precariousness of their positions, and will 
assess all aspects cf the problems before charting their courses. While 
they face individual domestic difficulties cf some magnitude, they perceive 
a common threat and are fully-aware of the need for regional solidarity. 

Another major factor in their favor is the Sino-Soviet solit, particu- 
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because of this presence that China perceives an advantage ir, 




ASEAN policymakers are beginning to show signs cf renewed in teres' 
a maintained US presence in the region: economic, political and possibly, 
on a far smaller scale than in the past', military. Seen US presence wool 
serve to fortify the crest power balance, thus limiting the chances for 
the ascendancy of any one power in the area. 








■ ■ :c- 

success of ASEAN solidarity is also in the US interest. Policy recommenda¬ 
tions therefore include: 

1 . Encourage the strengthening of ASEAN in an unobtrusive manner so 
as not to harn its indigenous Asian character. 

2. Provide all possible US assistance tc ASEAN nations, as requested, 
in their efforts to alleviate their internal problems. 

2. Encourage Australia and New Eealand to assist ASEAN in ways they 
(end ASEAN rr<SiT;b$r s ] <ippr*o^ri fits. 

4. Entourage continued and increases' Japanese economic assistance to 


5. Monitor ASEAN efforts tc assume a security role and cooperate with 
such efforts as appropriate. r 

Oesoite the seemingly insurmountable problems.involved in ASEAN’s 
struggle for regional cohesion, it is a goal worth attaining. The ability 
of ASEAN nations to speak with one voice would go far toward ensuring 
regional stability and independence. The United States should make every 
effort to support this endeavor. 
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AN Ail AN IDUfffTY FOK THE PHiUtVINcS* 

I. IHTKOOUCTjON: ASPECTS OF CONTFMPDPARY U5-PHH.1PP ;S; PFIATIONS 
5ince independence in ISAS the Philippines' key foreign policy problem 
has Seen how to maintain its "special relations flip" with the United States 
while trying to develop an Asian identity. As other newly independent 
states have found, it is difficult to develop nationalism, self-respect, 
and international political capabilities while remaining dependent upon a 
stronger partner in an alliance relationship. Too often the long-term 
interests of the junior partner are subordinated to the immediate interests 
of the senior partner. Until recently, the Philippines served US regional 
interests through its contribution to the American "forward basing strategy," 
the containment policy as operationalized in military alliances, and as a 
respectable example of a pluralistic economic and political system planted 
by Americans' during the colonial period. 

Both the Philippines and the US would prefer to retain some aspects of 
the relationship that have evolved over the past seventy-five years. However, 
barring a major conflict in Asia, relations between Manila and Washington 
must inevitably become more “correct and proper.’" Ironically, the deep- 
seated affinity between Americans and Filipinos and the mutual interests which 
have developed in their partnership makes this necessary transition difficult 
to manage. The Filipinos, after all, are still the strongest ally the 
Americans have in Southeast Asia, 


Annex 6. 
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Since ?90T when the U.S. established, in Manila its only colonial 
administration, the Philippine people have experienced an evolution 
in their own economic, political and military capabilities—from colony, 
to commonwealth status, to independence in 1946. Between 1946 and 1374 
the Philippines had special reciprocal economic arrangements with the 
United States. The US-Philippine Mutual Security Agreement initially 
concluded in 1952 is still in force. Politically, until September 1972 
when martial law was declared, the Philippines was America's "showcase 
of democracy in Asia." An open political process functioned with a 
two-party system, regularly-scheduled elections, an extremely free press, 
and a military subordinate to civilian authority. Despite the short¬ 
comings of the process, the Philippine political system was relatively 
stable. By the late 1960s, however, it became increasingly apparent that 
the American democratic system would not work in 3 social system dominated 
by oligarchs and politicians who increasingly alienated the populace. 
Government inefficiency, corruption, and economic shortcomings brought 
about by inadequate management could not generate the national support 
needed to capitalize on the Philippines rich natural and human resources. 
Dissident elements were bringing the political process to a standstill. 

Internal political and economic chaos, increased insurgent operations 
in central Luton and political unrest is Manila, the personal desires 
of Ferdinand Marcos to perpetuate his rule, and, very possibly, the 
realization that the Nixon Doctrine required the Philippines to get its 
own house in order-all contributed to an end to the democratic 



experiment and the ’'temporary'' adoption of an authoritarian system for 
governing the Philippines, in a very brief period of time, the previous 
"showcase" had become a focus of concern by those who Questioned an 
American "special relationship" with yet another system of one-man rule. 

Martial law helped stimulate substantial growth in the faltering Philip¬ 
pine economy. Despite the devastating floods of July-August 1572, the subse¬ 
quent draught and initial concerns over economic prospects under the more 
central management of the martial law regime, the real growth rate in 1973 
reached !0£ and the Philippines weathered the international economic up¬ 
heaval of 197<*7$ with growth rates in the 5* to 6* range. 

While proclaiming a national revolution, Philippine economic policy did 
not diverge greatly from the pre-T97Z period except as the government was 
freed of haphazard Congressional obstructivsness. While civil authorities 
and civil managerial personnel remained in most of the key position, martial 
law introduced the political stability required for development. A re¬ 
structured and enforced tax system provided much of the revenue to support 
new and needed development projects, 

There was no nationalization of private industry. The American-type 
free enterprise system began to work better, but within a political system 
under authoritarian supervision from the highest level of national leadership. 
However, the government's role in key economic areas, especially in certain 
major exports, increased. 

To affect changes in Philippine society. President Marcos diverged from 
the American mold by employing the military as the action arm of the new 
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regime. Civilian authority employed the military's organization, mission- 
oriented philosophy and material to supervise and execute many of the 
government's proclamations and directives. 

These domestic changes did little to provide an Asian identity for the 
Philippines. Americans are aware that their client in the Pacific has 
diverged from the ideal, hut few Asians consider events since 1972 as very 
meaningful to their own acceptance of the Philippines. US-Philippine 
economic and security links have not been altered substantially. The Philip¬ 
pines remains the only Catholic country in Asia, the only English-speaking 
people in the region, the only country whose young sen can join the US 
military, and a country that still retains special preference for private 
US investment and and a degree of special consideration on economic and 
military assistance as a result of its historic links with the US. 

XI. US INTERESTS IN THE PHILIPPINES 
A. Sscuri tv 

The three basic agreements which govern US-Pbi11 opine defense and 
security relations are: the Mutual Defense Treaty of 1951, the Military 
Seses Agreement of 1947, as amended, and the Military Assistance Agreement 
of 1953. 

The mutual Defense Treaty contains the basic US commitment to the 
defense of the Philippines. The first paragraph of Article IV of that 
treaty states: 

"cacti party recognizes that an armed attack on the Pacific 
area on either of the parties would be dangerous to its own 
peace and safety end declares that it would act to meet the 
common dancers in accordance with its constitutional process..." 




Article V of the treaty specifies that an arsed attack includes: 

“An armed attack on the metropolitan territory of either 
of the parties, or on the island territories under its 
jurisdiction in the Pacific or on its armed forces, 
public vessels or aircraft in the Pacific. 0 

The presence of U.S. forces on Philippine soil helps guarantee that an 

attack on the Philippines would invoke the operative clause of the treaty. 

Philippine foreign policy elites have for some time, however. 
Questioned the “automaticity" of a U.S. response to externa! aggression. 
While recognizing that its earlier efforts to get a renegotiated treaty 
more closely paralleling its perception of the li.S. commitment to NATO 
is not possible under present circumstances, the Philippines has sought 
for some time to reassure itself that the terms of the treaty and the 
U.S. shield remain viable. Secent events in Indochina, in particular the 
attitude of the U.S. Congress in March 197S towards the continued defense 
of South Vietnam, as well as the War Powers Act, have prompted serious 
concern among Filipinos about the utility of the continued U.S. presence 
in the Philippines. 

Tbe Military Eases Agreement of 1847 is the basic instrument which 
grants the U.S. extensive rights of access, control, utilization and 
operation of its bases in the Philippines. While there have been a series 
of renegotiated settlements over U.S. facilities, the Philippines has 
sought for some time to exercise greater sovereignty over U.S. bases. To 
date the two governments have agreed: to relinquish large portions of 
land previously reserved for bases but no longer needed for military 
operations; to effect prior consultations before the U.S. uses the 




bases for military combat operations outside the scope of the treaties; 
and to shorten the duration of the Military Bases Agreement from 99 to 
2$ years. Additional agreements relating to customs and criminal juris¬ 
diction haye also been negotiated. 

for the U.S., the air and navel facilities of Clark Air Force Base 
and Subic Naval Base remain of foremost strategic value. A key li.S. 
foreign policy objective vis-a-vis the Philippines is to insure the 
continuous, unobstructed use of these facilities. The US seeks 
to maintain access to these facilities on the basis of the Mutual Defense 
Treaty, with the U.S. providing for the defense of the Philippines in 
exchange for rent-free use of the facilities. 

President Marcos set the tons far renegotiating the basing agree¬ 
ments in July 1975: 

“Without compromising our territorial integrity and self- 
respect, there should be a conscious effort to support 
America's effort to maintain herself as a Pacific power. 

By mutual agreement, we're now ready to enter into negotia¬ 
tions with the United States on our Mutual Defense Pact, 
the Military Assistance Pact and the Military Bases Agree¬ 
ment...we want to put an end to the practice of extra¬ 
territoriality in our country. We want to assume control 
cf all these bases and put them to a productive, economic 
as well as military use...there is no reason why we should 
deny those facilities which our historical ally might, or 
must, need in fulfilling its assigned role for the maintenance 
of peace in the region." 

Several points are significant in this statement. First, President 
Marcos welcomes and acknowledges the US role as en Asian power, and he places 
considerable credence in US willingness to fulfill its role in maintaining 
regional stability. Second, Philippine bases are important for the US 
to fulfill this role. Finally, the 
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two points which bear directly upon future base negotiations; concern with 
aspects of control and the Philippine intention to put the bases to a 
productive, economic use. If the control aspect can be satisfied by 
hoisting the Philippine f1 age over the bases and By transferring the adminis¬ 
trative supervision of the bases ,to a Filipino commander, the Philippines 
will obtain "maneuvering space." If, however, the Philippines seeks a degree 
of control which compromises operational flexibility in the use of the 
facilities, the US may find the Marcos position unacceptable. Further, as 
our on-going negotiations over US facilities in Turkey reveal, the US is 
not prepared to beg for the opportunity to share the defense of an ally. 

8. Economic 

American investors have long favored the Philippines 1 natural 
resources base ana the capability of the government in Manila to maintain 
favorable conditions for economic development. Agriculturally, the Philippines, 
although today a food importer, has the potential of being self-sufficient 
in many food crops. Minerals, while at present untapped to any great extent 
except copper and timber, abound. 

TRe Sulk of American investment in the Philippines occurred during 
the tenure of the Laurel-Langley Agreement (.1235-1974). This agreement 
exempted American investors in the Philippines from various restrictions on 
foreign business activity. American investment in the Philippines currently 
stands at 31 billion or more in market value. 
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Philippine nationalists have long charged that the "parity" provision 
of the Philippine Constitution and the related Laurel-Langley Agreement 
actually created a "disparity" favoring the American investor whose superior 
technology and financial hacking gave him an advantage over his Philippine 
competitors. These parity provisions were resented 6y many Filipinos and 
became the focus of extensive nationalist policy in the 1560s and early 
1970s. This resentment was a major factor in the US decision against re-: 
negotiating the Laursl-Langley Agrersent and in favor of efforts to evolve a 
less preferential economic relationship. 

As with US-Pbiltppine security relations, economic relations will in 
the final analysis depend upon the Philippine domestic climate. Growing 
uncertainty over the Muslim or KPA (communist), insurgency or continued 
uncertainty over the succession to the Marcos martial law regime will ad¬ 
versely affect the Philippines' competition for capital and technological 
investment. The Philippine economy with its heavy dependence on foreign 
trade and financing is highly sensitivs to international economic develop¬ 
ments as well. 

Assuming that internal political stability can be maintained, the economy 
of the Philippines is likely to grow and present additional opportunities 
for foreign trade and investment. Official US economic assistance, which 
averages $50 million annually is part of the extensive foreign aid provided 
through the consultative group chaired by the World 3ar,k. (Totaling over 
$400 million in 1575.J Foreign private financing has provided larger sums 
ormal commercial terms. The Philippines will continue to require outside 
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financing in similar or greater magnitude for some years to come if it is 
to achieve its development goals. Awarness of this need is an important 
factor in determining GOP economic policies.. US *nllingnes$ in providing 
assistance can therefore serve both our economic and security interests 
in the Philippines. 

III. PHILIPPINE OBJECTIVES. HEEDS AGP OPTIONS 
A, Objectives and Needs 

The developments, initiated by the US, which have most seriously 
caused a reassessment of the LfS-Philippine alignment are: the Guam Doctrine 
of 1959 in which former President Nixon wade it clear that Washington sought 
to share more of the security burden with its allies: the US opening with 
China in 1972 which indicated that Washington was less concerned about 
the Chinese threat than seeking to build a global balance of power; and 
the 1973 Paris Agreement to withdraw forces from Indochina. For the 
Government of the Philippines, the pressing need to reassess its relations 
with the US came with the 1975 fall of the governments of South Vietnam and 
Cambodia. The Filipinos see the Indochina debacle as a, result of the US 
Congress constraining the Chief Executive with the 1973 War Powers Act 
and the refusal of Congress to continue to support with military aid the 
struggle against Hanoi and its allies in Peking and Moscow. To adjust to 
the realities of the new Asia, the Philippines wanted to become more 
self-reliant in its defense capability, more accommodating to Chinese and 
Soviet influence in the region, and more accommodating to its other Asian 
neighbors. This meant a “loosened" US relationship. 
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Not only was the U.S. security blanket no longer seen as a guarantee 
in the Philippines' effort to provide for its own internal and external 
security, but as Secretary of Foreign Affairs Carlos Roraulo suggested in 
July 127S, the U.S. relationship was a hindrance to more cordial relations 
with Asian countries. 

The reassessment of US-Phi1ippine ties was not precipitous. In 
1965, as President Marcos was beginning his first term in office, he made 
the following observations to the Philippine Congress about Philfppirte-liS 
relations: 

"Our relations with the United States shall be maintained 
on a basis of common ideas and interests, of mutual 
respect and consideration. V/e are convinced that this 
great nation would want nothing better than to see our 
nation prosper in dignity and freedom." 

By May 1975 the reassessment was becoming more operational. After 
stressing that "national interest, not ideology" must dictate the Govern¬ 
ment of the Philippines' relations with other states. President Marcos 
listed the following foreign policy guidelines: 

1. Enhance relations with ASEAN; 

2. Normalize relations with communist countries; 

3. ' Enhance closer identification with the Third World; 

A. Continue beneficial relations with Japan; 

5. Support the Arab causa in the Middle East and Palestine; 

6. Continue efforts to find a new basis for maintaining the 


healthy relationship with the U.S. in light of emerging 
realities in Asia. 
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1, ASEAN * 

Greater regional cooperation through ASEAN is inhibited not only 
by the inability of the members to contribute' significantly to regional 
efforts but also by the unwillingness of the Philippines' neighbors 
(particularly Malaysia) to put present suspicions and conflicts aside. 

The ASEAN states view Philippine’efforts toward regional cooperation as 
selfishly motivated means for obtaining ASEAN assistance in the resolution of 
problems steaming from the disputed claims to Sabah and the Muslim insurgency 
in. the Southern Philippines. 

The needs of the Filipinos for economic and military assistance 
and external security guarantees will be met, if at all, by the US, not by 
neighbors. Finally, with close linhs to the US, the Philippines will likely 
be suspected of serving as the "front man" for Washington to influence 
Southeast Asian designs. Filipino achievement of an “Asian identity" 
through ASEA?; appears highly unlikely at this time. 

2. Communist Countries 

The fiarcos scheme to normalize relations with the communist states 
is nearly complete. While forma! relations with the Soviet Union are not 
yet established active:negotiations are reportedly' continuing to this end. 
Formal ties are already established with Peking. irhen Manila will recognize 
Hanoi and/or $ 2 igon remains an open question. The Philippines has publicly 
suggested that Hanoi Be invited to join ASEAN (although the invitation is 
unlikely to be accepted, to the greet relief of Manila). 

Philippine relations with the Soviet Union and the PRC are designed 
primarily to enhance the independence of the Philippines and in part to 



obtain whatever economic assistance either cosrsimist state might be 
willing and able to exchange for Philippine exports. These relations 
are also designed to balance off the two comunist powers and tc lessen 
US influence. Marcos apparent’/ is prepared to face the prospects 
of enhanced "party to party contacts" between Moscow and PKP (Moscow- 
oriented Philippine Communist Party] and between Peking and the cpp{k/l). 

While desiring to maintain cowiercial ties with Taiwan, Manila 
would like to diversify its oil resources by importing from China as 
well as the Arab world as is now the case, in return, the Philippines can 
provide timber, agricultural products and copper to meet some of Chinese 
domestic needs. Of some concern, however, is the prospect' for the 
control of Taiwan which lies a mere 400 miles from the northern Philippines. 
Communis; control of Taiwan could eventually represent a security threat 
to Manila, 

The Philippines may hope to diversify its exports of sugar to the 
Soviet union in exchange for Philippine imports of cotton. While not 
encouraging greater Soviet involvement in the region, the Philippines 
recognizes the realities of Soviet capabilities vis-a-vis both China and 
the US.Should the strategic balance between the US and the Soviet Union 
change in Moscow’s favor or were the Soviet Union to gain access tc Vietnam 
port facilities, Manila would then perceive a threat not presently 
. apparent and would h 2 ve to reassess relations with the Soviet Union. 

3. Third World 

Manila’s efforts to identify with the Third World, with whom it 
has both shared and conflicting interests, is pert of an effort to realize 
its own identity, however, the CPEC oil price increases have hurt the . 
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rm nppinss significantly, and it could.be threatened further by an Ares;.? 






oil embargo if the Mas lira problem in the Southern Philippines is not 
settled "correctly." "anile is, nevertheless, intrigued by the apparent 
successes of some Third World countries in using the oil weapon. 

Philippine desires to identify with the Third World are 
inhibited by the historic relationship with the US and awareness of the 
benefits of a close lints to US security and economic assistance. Manila 
also must be conscious of the fact that visions of grandeur through a 
sugar or copper cartel have at best limited prospects for success. 

4. Japan 

The memory of Japanese occupation during World War ij inhibits 
Philippine relations with Japan. Japan's political and economic 
activities are suspect through much of Southeast Asia. Earring any 
major shift in US or Japanese policy, "anila-Tokyo relations will improve 
slowly. Japan has the necessary capital and technology to aid the 
Philippines, and it serves today as Manila's principal trading partner. 
However, bilateral economic arrangements are concluded under lingering 
Philippine suspicions. As Marcos noted in 1956, “there will come a time 
when Japan has to rearm," Before that time comes, the Philippines hopes 
to have realized significant economic benefits through its relations with 
Japan, although it is wary of an economic association which eventually 
might be reinforced with military and political power. 



5. Arab World 


The Marcos pledge to support the Arab cause in the Kiddle East is 
clearly an effort to obtain Arab sympathy for Manila's view of its Muslim 
insurgency in Mindanao. Ironically, the same Arab formula for the parti¬ 
tioning of Israel is one which has been advanced as a solution to the 
Philippine problem between Christians and Muslims. The formula is to create 
a separate Muslim state, which might eventually merge with the disputed and 
rebellious Malaysian state of Sabah. 

6. United States 

Marcos’ efforts to develop more healthy or "correct and proper" 
relations with the United States, while last in priority in the Key address, 
is of utmost concern to his administration. In this regard the Philippines 
seeks: greater sovereignty over present US bases in the Philippines; a greater 
economic advantage, possibly through rental levies on the bases; a more 
decisive OS security guarantee; a continuation of some special trade preferences 
previously realized under the Laurel-Langley Agreement; continued economic and 
military assistance; and a greater appreciation by the US of the Philippines' 
domestic and international needs. 

B. Philippine Cations 

The Philippines has three basic policy options: 

1. It could attempt to persuade tha US' to recommit itself to the 
independence, viability, and security of the Philippines through a strengthened 
mutual security agreement; 



Z. Conversely, the Philippines could sever all "special arrange¬ 
ments" with the US, including economic and military arrangements, and 
adopt a neutralist posture; and 

3, The Philippines could seek an adjustment to “correct and 
proper" links with Washington in which it could assume a more independent 
foreign policy, yet continue to'advance their mutual interests. . 

The first two options appear as "straw men," Neither Philippine 
nor American politics would permit a return to an era of Washington sovereignty 
over the foreign policy of the Philippines. Nationalism in Asia has become 
too much'a part of the landscape to permit the refraposition of a neo-colonial 
relationship. Further, affairs in the Philippines have Become so linked on 
a Bilateral Basis with other states that it would Be impossible for the US 
to try to overturn the present pattern of economic and political relations 
so as to return to a previous mode of US-Philippine relations. 

Finally', the first option is unrealistic Because the American Congress 
is unlikely-to seek, closer identification with, a state into which the US 
Right £> draws as part of a domestic insurgency, and vshich has diverged from 
the democratic model which heretofore justified America's contribution. 

The second option, that of severing- all "special arrangements' 1 and 
adopting a policy of armed or relatively armed neutrality, is even less 
likely. Manila cannot meat its security needs without US economic and military 
support and the OS commitment to the defense of the Philippines. Without some 
G5 presence the Philippines would become more susceptible to Soviet and/or 


Chinese influence. 



for the foreseeable future the Philippines needs the US and ; 
despite their "pinpricks" at African installations, most Filipinos realize 
that the “special relationship' 5 continues to provide Benefits. 

The US military bases of Subic and Clark are significant in 
Philippine domestic considerations. These Bases employ PO.OOO Filipinos. 

If;the US were to pull out, the economic dislocation to a large segment 
of the Central Luzon population would be consideraBle. Unless Manila is 
able to utilize the Base facilities in its own regional development, the 
economic and social impact on the nation would be adverse. Estimated 
annua] dollar expenditures by Americans assigned to these facilities range 
from SI SO million-io $200 million, it is unlikely that the government would 
be able to obtain these significant foreign earnings through other uses of 
tiie land, especially within the next tan days. 

Accordingly, it is along the middle range of the spectrum, between 
severed and enhanced relations with the US, that the Philippines must seek 
its Asian identity. 

IV. PHILIPPINE CAPABILITIES 

The factors most directly relevant to the capacity of the Philippines 
to "survive" are: the current internal security problems; the nature of 
and future prospects for the Marcos martial law regime; and the economip 
factors which have become of increasing concern to Manila as US economic 
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A, Internal Security Problems 

Current internal security probleas in the Philippines are represented 
by "Maoist" new Peoples' Army {NPA} and the significant Muslim insurgency 
in the southern provinces. The KPA is the military arm of the Communist 
Party of the Philippines, Marxist-Lentnist branch. A modern version of 
the Huks, comaunist insurgents-in the 1950s, the NPA has conducted 
insurgent activities throughout much of Luzon and to a limited extent 
in the S'isayan Islands. The NPA is at present not a major threat to 
overall political stability, and if present armed forces are freed 
from the south, Manila could even more readily cope with the NPA. 

The "southern problem," as it is often referred to by Filipinos, 
is the strife between Muslims and Christians in Mindanao, and it is of 
considerable concern to the government. Descendants of the Monos, who 
remained ungovernable under both the Spanish and American colonial 
administrators, are presently embroiled in a conflict centering on disputes 
over land titles, maldistribution of resources and Muslim belief that the 
Philippine Christian nation is attempting to absorb both their territory 
and culture. 


Martial law, which was designed in part to establish law and order 
throughout the Philippines, provoked the present level of conflict to war¬ 
like conditions. Specifically, the martial law program,which included a 
decree to collect firearms^ was perceived by the Muslims as a further 
effort to restrict their way of life and to subordinate them to Manila. 

The armed forces of the Philippines, sent to enforce the martial law 
decrees and to provide for the security of all inhabitants in the southern 




Islands, has nearly 7$» of its combat elements committed in the south. 

Manila is constrained by the Musi in-Arab oil producers who have 
threatened an oil embargo on the Philippines if the AfP initiates genocide¬ 
like operations against the Muslims, further, it is limited by its own 
resources to both meet the political (autonomy) and economic (development) 
demands of the Muslims. The OS can do nothing to help the Manila govern¬ 
ment solve this problem. 

B. Martial law 

Jean Grassholtz noted ih her 1974 Asia Survey article that the 
Philippines entered a stage of ''post-independent politics" in 1572 when 
it began a restructuring of society away from its colonial pattern. Un¬ 
like other developing states, the Philippines never went through a period 
of instability; of trying out different constitutional faces; searching 
for its own. When Philippine nationalism emerged earlier, it was coopted 
by a native elite bant on collaboration with the Americans. When 
independence came, the mode of politics was set and a truly Philippine 
model was slow to develop within the American-imposed politics! structure. 
Since 1972, however, the. Philippines, under Ferdinrsand Marcos, 
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structured a new political process; a "new society" within the context of 
the shattering of the "democratic tradition" in the Philippines, 
despite certain economic and Stability advantages, has and will continue 
to inhibit Washington's close identification with the Marcos regime. 

Fraser Committee hearings in duly 1975 on the issue of human rights 
f in South Korea and the Philippines reflected the growing impact.of U.S. 

domestic politics on ITS foreign policy. Unless there is movement towards 
implementing the Philippines' 1973 constitution or reinstating the 1935 
constitution, both of which provide a framework for democracy, Washington 
will become increasingly identified with the current suspension of 
certain democratic processes and human rights, despite U.S. public 
announcements designed to encourage Marcos to reinstate a more open 
C political process. 

The suspension of a constitutionally-based political process also 
threatens future stabililty in the Philippines if Karoos is suddenly 
removed from power. Further, the longer the political opposition remains 
muted, the more uncertain are the prospects for a gradual return to 
democratic practices. For American policymakers to project US-Philippine 
relations beyond the irsnediate operational environment, it is . 'necessary' 
that the "succession problem" in the Philippines be solved at the 
earliest possible time. As with other issues, however, any solution 
must come from within, and it must have mass support. 




C. Economics 
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Since martial law there has been a sharp increase in the level of 
economic and development activity in the Philippines. Increased domestic 
output and an improvement in the external terms of trade resulted in a 
10Z plus increase in gross national income in 1973, compared to about 4Z in 
1972. The rate of unemployment remains quite high. Inflation.neared 4CZ 
in 1574 but in 19.75 is expected to fcs less than 10Z. Despite uncertainties 
and fluctuations in the international economy, growth momentum was maintained 
in 1974 and 1975. Possible balance of payments difficulties, however, have 
created some anxieties for 1976. 

The government's record in introducing a number of needed Social 
, and economic reforms has been impressive, particularly with respect to taxa¬ 
tion, infrastructure development, customs administration, tariff revision 
and the restructuring of banking and government organization. There have 
Seen substantial efforts to improve agricultural productivity and improve 
rural income, although resettlemant'programs, community development and land 
reform have had only limited success. 

The Philippines obtains 95Z of its oil from the Kiddie East, notably 
Saudi Arabia and Kuwait, and thus desires to diversify this dependency. 

Manila spends S7C0 million per year in foreign exchange reserves to 
meet energy needs. Dr,less the Philippines discovers oil deposits off 
the southern islands, or until nuclear energy is available, Manila will 
continue to pursue a foreign policy which maintains access to vital 
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foreign energy sources. 



tong tens prospects for export growth are good for the Philippines. 
They are well endowed with raw materials for export. Copper, nickel,, timber, 
coconuts, sugar, pineapples and bananas are a few of the important products. 
The economy is diversified and has Better prospects for expansion than the 
one-or-two-crop economies of many “less developed” states. Prospects for 
development of industrial exports are also good if investment needs can 
be net. 

It is this long tern expectation, coupled with an enhanced law and 
order situation, that underlies the basic confidence of international 
creditors in the Philippine economy. Manila as a regional financial center 
is also gaining increasing prominence. 

3. External Security 

The Armed Forces of the Philippines C^FP} are neither organized nor 
equipped to provide for the Philippines' own external defense. Even prior 
to the Japanese attack in 1941 it was recognized that the US would have to 
provide for the defense of the Philippines. The symbolic representation of 
the Philippines in the O'H Force in Korea, however heroic, and Filipino pacifi¬ 
cation efforts in Vietnam, tend to mask the fact that Philippine security 
forces are only capable of a limited internal security orientation. 

Peace in Asia is the basis for Philippine security. Peace depends 
both upon the intentions and capabilities of the actors in the region 

and on the US ability to deter threats to the Philippines. Manila is 
limited to maintaining its own political stability, containing its 
insurgency, avoiding offensive moves (such as a reassertion of its claim 
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to Safaah which would provoke Malaysia] and soft-pedal its weak claim to 
the Spratly Islands which, if pursued vigorously, might provoke China 
or Hanoi. 

V. FUTURE US-PHiUPPINE RELATIONS 
A. General 

The Philippines is likely to assess the utility of American 
economic and military assistance as a "correct and proper" implicit 
ouid pro quo for continued US use of the bases. If, subsequently, a 
less explicit set of agreements for the US defense comtnitment to the Philippines 
permits the Filipinos to realize their potential through an Asian identity, 
it is unlikely that US-Philippine relations will undergo more than e 
change in form. Several factors will probably ensure that the transition 
in US-Pfiiltpprne relations over the course of the next few years may be 
more fora than substance: 

1.. The US continues to value its access'to Base facilities in 
the Philippines. These liases enhance American capacity to maintain treaty 
commitments to the Philippines, South Korea, Taiwan and Japan, to provide 
a balance to Soviet and Chinese great power influence in the region and 
to maintain flexibility in US presence within the entire Asian setting. 

2. The naval facilities at Subic Bay, for example, enable the 
US to sustain its naval operations in the South China Sea and into the 
Indian Ocean. The continuous surveillance of the vital sea lanes adjacent 
to the Philippines and the forward deployment of US forces is enhanced 
by these facilities, finally, US civil and military communications 
centers in the Philippines are important links in the American global 
communication network. /%• 
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3. It is possible for the Philippines to achieve an Asian 
identity within 5 OS security framework. Arrangements can be made which 
will permit the US to continue its commitments to the Philippines and its 
access to Philippine facilities without requiring the Philippines to abrogate 
past agreements. 

4. Future mutually beneficial US-Philippine relations are 
largely contingent upon the ability of the Philippine Government to resolve 
its pressing Muslim insurgency, to meet its stated goals of social and 
economic reform, and to institutionalize a political process which will per¬ 
mit the future transfer of power in a constitutional manner. 

5. The close relationship of the two states has resulted 
in a valuable reservoir of goodwill and understanding between the two 
peoples, A Western tradition in domestic education and religion, a 
Western-educated elite, the English language, all, however, lead to the 
possibility for misperceptions, especially by Americans. Sensitive to 
their personal relations, the US needs to recognize that Filipinos cannot 
be taken for granted, nor should they be permitted to imagine that the 

US is treating them other than as equals. Filipinos are well aware of 
the.differences in economic prosperity and political power between Manila 
and Washington, but they may not be willing to have the relative dis¬ 
parity between partners reflected in the US Government and American 
approach to the Philippine Government and Filipino people. Day-to-day 
contacts, especially between the sizeable American community in the 
Philippines and their Filipino associates, will in the final analysis be 
as much of a determinant of future l'S-?hil ippine relations as a willingness 
of the two governments to cooperate with each other. 
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8. Through the Remainder of the Century 

It is reasonable to assume that present US interests in the 
Philippines will remain for the next twenty-five years. Provided the 
US is willing to maintain its Asian power status, American entry to the 
region through the Philippines in exchange for a US guarantee to 
Philippine security is a reasonable Quid pro quo . The present military 
profile of the Americans may be significantly reduced to a point at which 
the US maintains only a permanent naval presence in Subic Say. The Clark 
Air Field complex may revert to complete Philippine utilization both as 
a military and commercial facility, although access to the US for opera¬ 
tions directly in support of Philippine security will more than likely be 
accepted by Manila, Undoubtedly, a change in base utilization can be 
expected between now and the expiration of the present base agreement in 1951. 

The overall pattern of future US-Philippine relations .-ill depend 
upon the state of Philippine domestic affairs and the US public reaction 
thereto. Continued growth of the insurgent cancer, coupled with economic 
stagnation and political frustration, could lead the Filipinos to ouesticn 
the benefits of association with the US. The American people on the other 
hand, could also conclude that the junior partner has lost its attractive¬ 
ness, thus nullifying the utility of the Kashinton-Manila connection. 

Should the US be called upon to spend an inordinate amount of scarce resources 
to shore-up this former colony, the US Government may well decide to 
develop more expeditiously secure basing facilities within the Pacific 
Commonwealth of the Marianas. 
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VI. POLICY. RECOMMENDATIONS 
A, Security 

1. Base Negotiations , The US should be willing to make 
concessions on non-essential aspects of the base arrangements which will 
make the UStennants on Filipino bases. Such a move could preempt those 
f more nationalistic pressures-against L'S use of base facilities. Opposition 

elements to Marcos may eventually seek an alignment with the more liberal, 
leftist groupings which were the most vocal against OS occupancy of the 
bases prior to martial law. If and when the opposition becomes less con¬ 
strained, continued adherence to the form and structure of existing basing 
arrangements may be perceived as American support of the martial law adminis¬ 
tration. 
r 

^ 2. MAP. The US should continue to support the modernization 

of the Philippine Armed Farces with a MAP and FKS program for at least 
the next three years and through FMS thereafter. 

3. Economic 

The US should support economic and social development within 
Congressional imposed AID limits while encouraging the Philippines to 
utilize multilateral forums (IMF, I3RD, GATT) to promote its own economic 
well-being. Such an approach may is turn enable the Philippines to be 
accepted more as a developing Asian country instead of an American 
protege, an image which has hindered its regional acceptance as well as its 
self-identity. A free and open trade policy, with "Most Favored Nation" 
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status with the US, should also encourage a more Independent posture 
which could redound to the development of a more diversified, yet 
resilient export industry. 

C. Cultural 

The Filipinos obtained a unique American cultural and political 
heritage, the Karoos Government martial law regime notwithstanding. 
Americans and Filipinos should together seek to delineate the contributions 
to and obstacles to the Philippine development process that have issued 
from this heritage, 

Filipinos worry about their Asian identity. Perhaps their best 
interests and those of other Southeast Asian nations would be better 
served if they all clearly understood the uniqueness of “the Filipino' 1 
in Asia—not as an American “little Brown Brother" but as a Kalayo- 
Polynesian colonized first for 500 years Sy the Spanish and then for 48 
years by the Americans. There is much that Americans and Filipinos can 
do together and with other Asians to study Filipino culture in Asia—and 
the fact that the first people in Southeast Asia to fight for freedom and 
equality with Europeans were tfis Filipinos. The US and Philippine govern¬ 
ments should explore the feasibility of support for such Study either by 
the governments, or more preferably, through encouragement of Interests 
and effort from private foundations or educational' institutions. 
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